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JOINT  APPENDIX. 

PLEADINGS,  DOCKET  ENTRIES  AND  OTHER 
PAPERS  IN  THE  DISTRICT  COURT. 

2722  IN  THE  UNITED  STATES  DISTRICT  COURT  FOR  THE  DISTRICT 

OF  COLUMBIA 

Civil  Action  No.  2400-51 

Capital  Transit  Company,  (a  corporation)  36th  &  M 
Streets,  Washington,  D.  C.,  Petitioner, 

vs. 

Public  Utilities  Commission  of  the  District  of  Columbia, 
District  Building,  14th  &  Pennsylvania  Ave.,  Washing¬ 
ton,  D.  C.,  Respondent. 

Filed  Jun  12  1951 


**#•*#*••# 

Petition  of  Appeal  of  Capital  Transit  Company  Against 
Orders  of  Public  Utilities  Commission  of  the  District 
of  Columbia. 

Capital  Transit  Company  (“Capital  Transit’ ’)  hereby 
files  its  petition  of  appeal,  pursuant  to  the  provisions  of 
paragraph  65,  Section  8,  Chapter  150,  Act  of  March  4,  1913, 
as  amended  (37  Stats.  974;  Section  43-705,  D.  C.  Code, 
1940) ;  and  pursuant  to  the  provisions  of  Section  10  of  the 
Administrative  Procedure  Act  (5  U.  S.  C.  §  1009),  from 
the  following  orders  of  the  Public  Utilities  Commission  of 
the  District  of  Columbia  (“Commission”)  in  its  Formal 
Case  No.  402 : 

Order  No.  Date 

3762 . . . . ..February  12,  1951 

3774 . . . . .March  20,  1951 

3787 _ April  13,  1951 

3790 _ _ .April  19,  1951 
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In  support  of  such  appeal  and  as  its  reasons  for  the  same 
Capital  Transit  states  as  follows: 

I. 

Capital  Transit  is  a  corporation  duly  organized  and  ex¬ 
isting  under  the  laws  of  the  District  of  Columbia.  It  was 
formed  under  the  provisions  of  the  Merger  Act  (Public 
Res.  No.  47,  72nd  Congress,  approved  January  14,  1933; 

47  Stats.  752,  ch.  10) ;  and  it  owns  and  operates  street 
2723  railway  and  motor  carrier  transit  properties  within 
the  District  of  Columbia  and  in  adjacent  areas  in 
Maryland.  Capital  Transit  is  a  “public  utility ”  as  defined 
in  the  District  Public  Utilities  Law  (Section  8,  Act  of  March 
4,  1913 ;  Sections  101-1007,  D.  C.  Code,  1940)  and  more  par¬ 
ticularly  in  Section  43-103,  D.  C.  Code,  1940.  In  connection 
with  its  public  utility  operations  within  the  District  and 
Maryland  Capital  Transit  is  a  user  of  electric  services  fur¬ 
nished  by  Potomac  Electric  Power  Company  (“PEPCO”) 
to  it  within  the  District,  Maryland,  and  Virginia,  under  a 
contract  dated  September  29,  1933,  as  amended  by  letter 
dated  May  29, 1942,  entered  into  pursuant  to  the  provisions 
of  the  said  Merger  Act  and  approved  by  the  Commission 
thereunder.  Under  such  contract  PEPCO  received  the 
use  of  and  uses  substantial  amounts  of  property,  owned  by 
Capital  Transit,  in  the  rendition  of  service  to  Capital  Tran¬ 
sit  and  others.  The  value  of  such  Capital  Transit  property 
at  the  time  of  the  hearing  before  the  Commission  was  in 
excess  of  $1,700,000. 

n. 

The  Commission  is  an  administrative  agency  or  author¬ 
ity  of  the  Government  of  the  United  States,  deriving  its  au¬ 
thority  under  the  provisions  of  an  Act  of  Congress  known 
as  the  District  Public  Utilities  Law  (Section  8,  Act  of 
March  4,  1913;  Sections  101-1007,  D.  C.  Code,  1940).  It 
is  not  an  agency  or  authority  of  the  government  of  the  Dis¬ 
trict  of  Columbia;  and  its  powers,  authority,  and  duties 
under  the  Merger  Act  and  the  District  Public  Utilities  Law, 
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and  in  particular  by  reason  of  Section  43-209,  D.  C.  Code, 
1940,  are  independent  of  the  powers,  authority,  and  duties 
of  the  government  of  the  District  of  Columbia  as  exercised 
by  the  Commissioners  of  the  District  of  Columbia  and  the 
municipality  known  as  the  District  of  Columbia. 

III. 

PEPCO  is  a  corporation  and  is  a  “ public  utility”  and  an 
“electrical  corporation”  as  defined  in  the  District  Public 
Utilities  Law  (Sections  43-103,  43-115,  D.  C.  Code,  1940). 
It  generates  electric  energy  and  other  electric  services 
within  the  District  of  Columbia  and  Virginia  and  dis¬ 
tributes,  sells,  and  furnishes  electric  services  to  the  public 
in  the  District,  Maryland,  and  Virginia.  The  services  so 
furnished  to  the  public,  and  the  rates  therefor,  are  subject 
to  the  separate  regulatory  jurisdictions  of  the  Commission, 
the  Public  Service  Commission  of  Maryland,  and  the 
2724  State  Corporation  Commission  of  Virginia,  respec¬ 
tively. 

PEPCO  furnishes  and  sells  substantial  amounts  of  elec¬ 
tric  energy  and  other  electric  services  within  the  District 
and  Maryland  to  Consolidated  Gas  Electric  Light  and 
Power  Company  of  Baltimore  (“Baltimore  Company”)  for 
transmission,  distribution,  and  resale  to,  and  consumption 
by,  the  public  in  Maryland  and  other  states.  Such  sales 
to  Baltimore  Company  include  firm  power  sales  and  inter¬ 
change  sales.  PEPCO  furnishes  and  sells  substantial  elec¬ 
tric  services  within  the  District  to  the  Pennsylvania  Rail¬ 
road  Company  (“Railroad”)  for  transmission  and  use  on 
the  electrified  railway  system  of  the  Railroad  in  Maryland 
and  other  states.  The  services  so  furnished  the  Railroad 
are  furnished  jointly  by  PEPCO  with  Baltimore  Company 
and  other  electric  utilities  in  Pennsylvania.  PEPCO  fur¬ 
nishes  and  sells  in  Maryland  substantial  amounts  of  elec¬ 
tric  energy  and  other  electric  services  generated  in  the 
District  or  Virginia  to  Southern  Maryland  Electric  Co¬ 
operative,  Inc.  for  transmission,  distribution,  and  resale 
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to,  and  consumption  by,  the  public  in  Maryland.  PEPCO 
also  furnishes  and  sells  in  Virginia  substantial  amounts 
of  electric  energy  and  other  electric  services  generated  in 
the  District  to  Virginia  Electric  Power  Company  for  trans¬ 
mission,  distribution,  and  resale  to,  and  consumption  by, 
the  public  in  Virginia. 


TV. 

After  proceedings  before  the  Commission  on  application 
of  PEPCO  to  increase  its  rates  for  electric  services,  the 
Commission  issued  and  published  its  Order  No.  3762  on 
February  12,  1951,  in  its  Formal  Case  No.  402.  By  its 
Order  No.  3762  the  Commission  required  PEPCO  to  file 
with  the  Commission  rate  schedules  designed  to  produce, 
for  the  PEPCO  system  in  the  District,  Maryland,  and  Vir¬ 
ginia  as  a  whole,  additional  gross  operating  revenue  of  not 
more  than  $2,600,000  on  an  annual  basis,  based  upon  the 
year  1951.  Such  order  further  required  that  the  rate 
schedules  so  filed  be  in  substantial  accord  with  the  Commis¬ 
sion’s  views  as  expressed  in  its  Opinion  accompanying  its 
order.  The  Commission’s  Opinion  contained  the  conclu¬ 
sion  that  the  additional  system  gross  operating  revenue 
should  be  obtained  substantially  as  follows : 


2725  Type  of  Service  Amount 

Residential  _  $550,000 

Commercial : 

Low  Voltage _  970,000 

High  Voltage  _  560,000 

Street  Lighting  _  265,000 

Street  Railway: 

600-volt  service  ) 

A-C  service  at  commercial  ) _  230,000 

schedule  rates  ) 


Other  _  25,000 

$2,600,000 
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V. 

On  March  14,  1951,  Capital  Transit  filed  with  the  Com¬ 
mission  an  application  requesting  reconsideration  of  the 
matters  involved  in  the  Commission’s  Order  No.  3762  and 
the  accompanying  decision,  rescission  of  the  same,  or  in  the 
alternative,  reduction  of  the  PEPCO  rates  for  service  to 
Capital  Transit.  A  copy  of  such  Application  for  Recon¬ 
sideration  is  attached  hereto  and  made  a  part  hereof  as 
Exhibit  A.  Each  and  all  errors  set  forth  in  such  Applica¬ 
tion  for  Reconsideration  are  made  a  part  hereof  as  reasons 
for  this  appeal  and  the  relief  sought  herein  by  Capital 
Transit.  By  its  Order  No.  3787,  dated  April  13,  1951,  in 
its  Formal  Case  No.  402,  the  Commission  denied  the  Capi¬ 
tal  Transit  Application  for  Reconsideration  attached  here¬ 
to  as  Exhibit  A. 

VI. 

Pursuant  to  Order  No.  3762,  on  March  2,  1951,  PEPCO 
filed  revised  rate  schedules  with  the  Commission  which 
were  designed  to  produce  additional  gross  operating  reve¬ 
nue  for  each  class  of  service  as  a  whole  in  substantial  con¬ 
formity  with  the  conclusions  of  the  Commission  required 
to  be  made  effective  by  Order  No.  3762.  After  further  pro¬ 
ceedings  before  the  Commission,  the  Commission  issued 
and  published  its  Order  No.  3774,  dated  March  20,  1951,  in 
its  Formal  Case  No.  402.  Order  No.  3774  required  the 
PEPCO  rate  schedules  to  be  made  effective  for  all  billings 
based  on  meter  readings  made  on  and  after  April  20,  1951 ; 
and  such  rate  schedules  were  so  made  effective  on  that 
date. 

2726  VII. 

On  April  19,  1951,  Capital  Transit  filed  with  the 
Commission  an  application  requesting  reconsideration  of 
the  matters  involved  in  the  Commission’s  Order  Nos.  3774 
and  3762.  A  copy  of  such  Application  for  Reconsidera¬ 
tion  (excluding  the  exhibit  attached  to  the  original  which 


appears  herein  as  Exhibit  A  attached  hereto)  is  attached 
hereto  and  made  a  part  hereof  as  Exhibit  B.  Each  and  all 
errors  set  forth  in  such  Application  for  Reconsideration 
are  made  a  part  hereof  as  reasons  for  this  appeal  and  the 
relief  sought  herein  by  Capital  Transit.  On  the  same 
day  by  its  Order  No.  3790,  dated  April  19,  1951,  the  Com¬ 
mission  denied  the  Capital  Transit  Application  for  Recon¬ 
sideration  insofar  as  it  requested  reconsideration  of  Order 
No.  3774. 

VHI. 


In  contrast  to  the  forecasts  of  annual  operating  results 
estimated  as  shown  in  the  Commission’s  Opinion  accom¬ 
panying  its  Order  No.  3762,  the  actual  results  of  such  op¬ 
erations,  as  disclosed  by  reports  filed  with  the  Commission 
by  PEPCO  since  the  close  of  hearings  before  the  Commis¬ 
sion  are  as  follows: 


Year  Ended  December  31,  1950 
Estimate  Actual  Difference 


Operating  Revenues 
Net  Operating 
Income  _ 


Operating  Revenues 
Net  Operating 
Income  _ 


$37,180,745  $37,696,489  $  515,744 

6,431,190  6,814,302  383,112 

Year  Ended  April  30,  1951 
Estimate  Actual  Difference 

$37,627,000  $38,719,195  $1,092,195 

6,513,000  6,878,367  365,367 


The  latest  available  PEPCO  report  so  filed  for  the  period 
ended  April  30,  1951,  shows  that  for  the  four  months’  pe¬ 
riod  of  1951  the  operating  revenues  actually  received  by 
PEPCO  under  the  lower  rates  prior  to  the  increase  granted 
by  the  Commission  were  substantially  in  excess  of  PEPCO ’s 
estimates  as  adopted  by  the  Commission ;  that  actual 
2727  kilowatt  hour  sales  and  the  average  revenue  per 
kilowatt  hour  for  the  same  period  were  also  sub¬ 
stantially  in  excess  of  PEPCO ’s  estimates;  and  that  for 
the  same  period  actual  operating  expenses  were  less  than 
PEPCO ’s  estimates. 
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The  record  before  the  Commission  of  necessity  contains 
no  substantial  evidence  of  the  actual  facts  of  operations  as 
compared  with  the  Commission’s  forecasts;  and  the  Com¬ 
mission  refused  to  receive  and  consider  such  evidence  for 
the  year  1950,  as  specified  in  paragraph  VII  of  Exhibit  A 
attached  hereto.  Petitioner  hereby  offers  to  prove  the 
foregoing  statements. 

IX. 

The  Commission’s  Order  No.  3762,  and  its  Order  No. 
3787  are  unlawful,  arbitrary,  and  capricious  in  that: 

(A)  The  requirements  contained  therein  ordering 
PEPCO  to  file  with  the  Commission  rate  schedules  designed 
to  produce  additional  gross  operating  revenue  for  its  sys¬ 
tem  as  a  whole  in  the  District,  Maryland,  and  Virginia, 
are  in  excess  of  the  Commission’s  statutory  jurisdiction, 
authority,  and  limitations  and  conflict  with  the  laws  of 
Maryland,  Virginia,  the  Federal  Power  Act,  the  District 
Public  Utilities  Law,  and  the  Tenth  Amendment,  as  speci¬ 
fied  in  paragraphs  I  (A)  and  II  (B)  of  Exhibit  A  attached 
hereto ; 

(B)  Such  requirements  contained  therein  were  made 
without  the  findings  with  respect  to  PEPCO ’s  rates  or 
charges  for  its  local  services  within  the  District,  required 
by  various  provisions  of  the  District  Public  Utilities  Law 
and  the  Administrative  Procedure  Act,  as  specified  in  para¬ 
graphs  I  (B),  I  (C),  I  (F),  II  (C),  II  (D),  II  (E),  II  (G), 
III  and  IX  of  Exhibit  A  attached  hereto ; 

(C)  The  Commission’s  findings  and  orders  are  unsup¬ 
ported  by  substantial  evidence,  as  specified  in  paragraphs 
I  (B),  I  (C),  I  (D),  II  (C),  II  (D),  II  (E),  IV,  and  VI  of 
Exhibit  A  attached  hereto; 

(D)  The  Commission’s  orders  were  issued  without  ob¬ 
servance  of  the  procedure  required  by  statute  and  the  Fifth 
Amendment,  as  specified  in  paragraphs  I  (E)  and  VI  (A) 
of  Exhibit  A  attached  hereto;  and  the  Commission  failed 
to  give  an  opportunity  to  rebut  matters  referred  to 
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2728  outside  the  record,  as  specified  in  paragraph  VII  of 
Exhibit  A  attached  hereto ;  and 
(E)  The  Commission  failed  to  make  findings,  conclusions 
and  requirements,  and  take  action,  as  specified  in  para¬ 
graphs  I  (F),  H  (G),  IV,  V,  and  VIII  of  Exhibit  A  attached 
hereto. 

X. 

The  Commission’s  Order  No.  3774  and  its  Order  No.  3790 
are  unlawful,  arbitrary,  and  capricious  in  that  they  pur¬ 
port  to  determine  and  fix  PEPCO’s  rates  and  charges  ap¬ 
plicable  to  electric  service  within  the  District,  upon  the 
basis  of  the  Commission’s  conclusions  in  its  Order  No. 
3762  with  respect  to  PEPCO’s  needs  for  additional  reve¬ 
nues  for  its  system  services  as  a  whole  in  the  District, 
Maryland,  and  Virginia,  without  support  by  evidence  or 
findings  as  to  PEPCO’s  additional  revenue  needs,  if  any, 
for  its  local  services  within  the  District,  as  specified  in 
Exhibit  B  attached  hereto. 

Wherefore,  Capital  Transit  Company  respectfully  prays 
that  the  Court: 

(A)  Enter  a  final  order,  after  hearing,  vacating  the  Com¬ 
mission’s  Orders  No.  3762,  3774,  3787,  and  3790;  and 

(B)  Grant  such  other,  further,  or  alternative  relief  as 
the  nature  of  the  case  shall  require  and  as  to  the  Court 
may  seem  meet. 

Capital  Transit  Company, 

By  J.  A.  B.  Broadwater, 

President. 

Attest : 

Doran  S.  Weinstein, 

Secretary. 

(Seal) 

(Exhibits  A  and  B  attached  hereto  are  found  as  items 
22  and  28  below.) 

•  •••*••••• 
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2762  Filed  Jul  2  1951 

*••######* 

Answer  and  Motion  of  Public  Utilities  Commission. 

Comes  now  the  Public  Utilities  Commission  of  the  Dis¬ 
trict  of  Columbia,  respondent  in  this  action,  by  its  attor¬ 
neys,  and  for  answer  to  the  petition  of  appeal  herein  says : 

l.  It  denies  the  allegation  contained  in  the  last  sentence 
of  Paragraph  I.  It  admits  the  remaining  allegations  con¬ 
tained  in  the  said  paragraph. 

II.  It  admits  that  it  is  an  administrative  agency  deriv¬ 
ing  its  authority  under  the  provisions  of  an  Act  of  Con¬ 
gress  known  as  the  District  Public  Utilities  Law  (Section 
8,  Act  of  March  4, 1913;  Sections  43-101  to  1007,  D.  C.  Code, 
1940). 

For  further  answer,  the  respondent  says  the  remaining 
allegations  in  Paragraph  II  are  conclusions  of  law  which 
do  not  require  answer. 

m.  It  admits  the  allegations  contained  in  the  first  para¬ 
graph  of  Paragraph  III. 

For  answer  to  the  second  paragraph  of  Paragraph  III, 
the  respondent  admits  that  PEPCO  furnishes  substantial 
amounts  of  electric  energv  and  other  electric  services  with- 
in  the  District  and  Maryland  to  Consolidated  Gas  Electric 
Light  and  Power  Company  of  Baltimore;  it  admits  that 
PEPCO  furnishes  and  sells  in  Maryland  certain 

2763  amounts  of  electric  energy  and  other  electric  services 
generated  in  the  District  or  Virginia  to  Southern 

Maryland  Electric  Cooperative,  Inc.,  for  transmission,  dis¬ 
tribution  and  resale  to,  and  consumption  by,  the  public  in 
Maryland;  it  admits  that  PEPCO  furnishes  and  sells  in 
Virginia  certain  amounts  of  electric  energy  and  other  elec¬ 
tric  services  to  Virginia  Electric  and  Power  Company  for 
transmission,  distribution  and  resale  to,  and  consumption 
by,  the  public  in  Virginia.  It  denies  the  remaining  allega¬ 
tions  contained  in  the  second  paragraph  of  Paragraph  III. 

For  further  answer  to  the  second  paragraph  of  Para- 
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graph  III,  the  respondent  avers  that  PEPCO  interchanges 
substantial  amounts  of  electric  energy  and  other  electric 
services  within  the  District  and  Maryland  to  Consolidated 
Gas  Electric  Light  and  Power  Company  of  Baltimore  for 
such  use  as  Consolidated  Gas  Electric  Light  and  Power 
Company  of  Baltimore  may  find  necessary.  It  further 
avers,  upon  information  and  belief,  that  PEPCO  furnishes 
to  Pennsylvania  Railroad  Company  substantial  quantities 
of  electric  energy  on  behalf  of  Consolidated  Gas  Electric 
Light  and  Power  Company  of  Baltimore,  but  that  PEPCO 
does  not  sell  electric  energy  to  the  said  Railroad  Company. 
It  further  avers  that  the  electric  energy  and  other  electric 
services  furnished  to  Virginia  Electric  and  Power  Com¬ 
pany  may  be  generated  by  PEPCO  either  in  the  District  of 
Columbia  or  at  its  Potomac  River  plant  in  the  State  of 
Virginia. 

IV.  It  admits  the  allegations  contained  in  Paragraph  IV. 

V.  It  admits,  as  alleged  in  Paragraph  V,  that  on  March 
14, 1951,  Capital  Transit  Company  filed  with  the  respondent 
an  application  requesting  reconsideration  of  the  matters 
involved  in  Order  No.  3762  and  the  accompanying  decision, 
and  recisssion  of  the  same,  or  in  the  alternative  a  reduction 
of  PEPCO  rates  for  service  to  Capital  Transit,  and  that  a 

copy  of  such  application  is  attached  to  the  petition  of 
2764  appeal  as  Exhibit  A.  It  admits  that  by  its  Order 

No.  3787  dated  April  13,  1951,  in  Formal  Case  No. 
402,  it  denied  Capital  Transit’s  application  for  reconsidera¬ 
tion,  which  is  attached  to  the  petition  of  appeal  as  Exhibit 
A.  It  denies  the  remaining  allegations  contained  in  Para¬ 
graph  V.  Further  answering,  it  denies  each  and  all  al¬ 
leged  errors  set  forth  in  the  application  for  reconsidera¬ 
tion  and  made  part  of  the  petition  of  appeal  as  Exhibit  A. 

VT.  It  denies  that  “the  PEPCO  rate  schedules”  alleged 
in  the  third  sentence  of  Paragraph  VT  are  the  “revised 
rate  schedules”  alleged  and  referred  to  in  the  first  sentence 
of  the  said  paragraph.  It  admits  the  other  allegations  of 
Paragraph  VI. 
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VII.  It  admits,  as  alleged  in  Paragraph  VII,  that  on 
April  19,  1951,  Capital  Transit  Company  filed  with  the 
respondent  an  application  requesting  reconsideration  of  the 
matters  involved  in  Orders  Nos.  3774  and  3762,  and  that 
a  copy  of  such  application  is  attached  to  the  petition  of 
appeal  as  Exhibit  B.  It  admits  that  on  April  19,  1951,  by 
Order  No.  3790,  respondent  denied  the  application  for  re¬ 
consideration  in  so  far  as  it  requested  reconsideration  of 
Order  No.  3774.  It  denies  the  remaining  allegations  con¬ 
tained  in  Paragraph  VII.  For  further  answer,  it  denies 
each  and  all  alleged  errors  set  forth  in  the  application  for 
reconsideration. 

VTII.  In  answer  to  the  allegations  contained  in  Para¬ 
graph  VIII,  the  respondent  says  that  the  matters  alleged 
in  the  first  two  paragraphs  of  Paragraph  VIII  relate  to 
matters  not  of  record  before  the  Commission  and  are  not 
in  the  record  certified  to  this  Court,  and  that  such  matters 
are  not  well  pleaded.  The  respondent  denies  the  allega¬ 
tions  contained  in  the  said  first  and  second  paragraphs  of 
Paragraph  VIII,  for  the  reason  that  they  are  not  matters 
of  record  upon  which  the  Commission  acted  and  upon  which 
this  Court  can  act. 

2765  In  answer  to  the  allegations  contained  in  the  third 
paragraph  of  Paragraph  VTII,  the  respondent  avers 
that  the  record  before  the  Commission  of  necessity  contains 
no  substantial  evidence  of  actual  facts  of  operations  subse¬ 
quent  to  the  close  of  the  proceedings  before  the  Commis¬ 
sion.  It  further  avers  that  it  refused  to  reopen  the  record 
and  receive  reports  of  operating  facts  prepared  subsequent 
to  the  closing  of  the  proceeding  preliminary  to  the  issuance 
of  Order  No.  3762  and  at  a  time  while  the  Commission  was 
reviewing  the  evidence  of  record  and  writing  its  opinion, 
conclusions  and  order.  It  avers  that  most  of  the  operat¬ 
ing  facts  referred  to  by  the  petitioner  in  the  said  third 
paragraph  of  Paragraph  VIII  occurred  subsequent  to  the 
close  of  the  proceedings  preliminary  to  the  issuance  of 
Order  No.  3762  and  part  after  the  issuance  of  Order  No. 
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3774;  that  reports  upon  such  facts  were  not  prepared  and 
were  not  filed  until  the  Commission  was  in  the  process  of 
writing  its  opinion,  conclusions  and  order;  and  that  such 
facts  were  not  available  for  presentation  in  the  proceedings 
before  the  Commission. 

It  avers  that  the  petitioner’s  offer  to  prove  the  alleged 
statements  of  operating  facts  subsequent  to  the  close  of 
the  record  is  frivolous  pleading,  for  the  reason  that  on 
review  of  the  Commission’s  orders  the  statute  does  not 
permit  the  Court  to  receive  additional  or  new  evidence 
but  requires  the  review  to  be  made  upon  the  record  of  the 
proceedings  before  the  Commission. 

IX.  It  denies  the  allegations  contained  in  Paragraph  IX 
and  the  allegations  of  error  specified  in  Exhibits  A  and  B 
attached  to  the  petition  of  appeal. 

For  further  answer,  the  respondent  says  that  the  allega¬ 
tions  contained  in  subparagraphs  (B),  (C),  and  (E)  of 
Paragraph  IX  that  the  Commission’s  orders  were  made 
without  findings  and  without  evidence  to  support  them 
are  frivolous  and  contrary  to  facts  and  are  controverted 
by  the  Commission’s  findings  and  opinion  in  its  respective 
orders. 

2766  X.  It  denies  the  allegations  contained  in  Para¬ 
graph  X. 

Motion  to  Strike 

The  respondent  moves  the  Court  to  strike  Paragraph 
Vlil  from  the  petition  of  appeal,  upon  the  ground  that  the 
allegation  shows  on  its  face  that  the  petitioner  incorpor¬ 
ates  alleged  information  contained  in  reports  filed  with  the 
Commission  by  PEPCO  since  the  close  of  the  hearings  be¬ 
fore  the  Commission  which  do  not  constitute  part  of  the 
record  before  the  Commission  and  certified  to  this  Court. 
The  alleged  reports  have  not  been  subjected  to  audit  and 
adjustment  by  the  Commission  in  a  rate  proceeding  and  are 
not  competent  evidence  upon  which  action  can  be  taken 
by  this  Court.  Section  43-705  of  the  District  of  Columbia 

l: 
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Code  provides  that  any  appeal  “shall  be  heard  upon  the 
record  before  the  commission,  and  no  new  or  additional 
evidence  shall  be  received  by  the  said  court”. 

Wherefore,  the  respondent  prays  that  the  petition  of 
appeal  be  dismissed. 

Vernon  E.  West, 

General  Counsel, 

Lloyd  B.  Harrison, 

Counsel, 

Attorneys  for  Respondent, 
District  Building, 

Washington  4,  D.  C. 

#••#####*• 

2768  Filed  Jul  2  1951 

•  •••#«#*#• 

IN  THE  UNITED  STATES  DISTRICT  COURT  FOR  THE  DISTRICT  OF 

COLUMBIA 

Civil  Action  No.  2400-51 

Capital  Transit  Company  (a  corporation),  36th  &  M 
Streets,  N.  W.,  Washington,  D.  C.,  Petitioner, 

vs. 

Public  Utilities  Commission  of  the  District  of  Columbia, 
District  Building,  14th  &  E  Streets,  N.  W.,  Washington, 
D.  C.,  Respondent, 

Potomac  Electric  Power  Company  (a  corporation),  929  E 
Street,  N.  W.,  Washington,  D.  C.,  Applicant  for  Inter¬ 
vention. 

Motion  to  Intervene  As  A  Respondent. 

Potomac  Electric  Power  Company  (“PEPCO”)  hereby 
moves,  on  the  following  grounds,  for  leave  to  intervene  as 
a  respondent  in  the  above-entitled  action,  in  order  to  as¬ 
sert  the  defenses  set  forth  in  its  attached  answer  to  the 
petition : 
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1.  Orders  Nos.  3762,  3774,  3787  and  3790  of  Respondent 
Public  Utilities  Commission,  which  are  the  orders  appealed 
from  by  Petitioner  Capital  Transit  Company,  were  entered 
on  the  Application  of  PEPCO  and  Order  No.  3774  fixes 
rates  to  be  charged  by  PEPCO  for  electric  service  fur¬ 
nished  by  it  in  the  District  of  Columbia. 

2.  PEPCO  is,  therefore,  an  interested  party  within  the 

meaning  of  §43-705  of  the  District  of  Columbia  Code 
2769  and  thereby  entitled  to  intervene  herein,  as  well  as 
by  each  clause  of  Rule  24  of  the  Rules  of  Civil  Pro¬ 
cedure. 

James  Francis  Reilly,* 

1625  K  Street,  N.  W., 

Washington  6,  D.  C., 

Cornelius  Means, 

929  E  Street,  N.  W., 

Washington  4,  D.  C., 

T.  Justin  Moore,* 

Electric  Building, 

Richmond  12,  Virginia, 

George  D.  Gibson,* 

Electric  Building, 

Richmond  12,  Virginia, 

Attorneys  for  Potomac  Electric 
Power  Company, 

*  By  Cornelius  Means, 

•  ••*••*#•* 

2771  Filed  Jul  2  1951 

*••***«**« 

Answer  of  Intervener  Respondent. 

Potomac  Electric  Power  Company  (“PEPCO”)  for  an¬ 
swer  to  the  petition  says: 

1.  As  to  section  I  of  the  petition,  PEPCO  admits  that  it 
furnishes  electric  service  to  Petitioner  Capital  Transit 
Company  (“Capital  Transit”)  under  a  contract  dated 
September  29,  1933,  as  supplemented  by  letter  dated  May 
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29,  1942,  entered  into  pursuant  to  the  provisions  of  the 
Merger  Act  referred  to  in  said  section  I  and  approved  by 
Respondent  Public  Utilities  Commission  (the  “ Commis¬ 
sion”)  ;  and  that  under  such  contract  PEPCO  received  the 
use  of  and  uses  substantial  amounts  of  property,  allegedly 
owned  by  Capital  Transit,  in  the  rendition  of  service  to 
Capital  Transit  and  others.  As  to  all  other  allegations 
contained  in  said  section  I,  PEPCO  avers  that  it  is  without 
knowledge  or  information  sufficient  to  form  a  belief  as  to- 
the  facts  alleged  therein  and  therefore  denies  such  allega¬ 
tions. 

2.  As  to  section  II  of  the  petition,  PEPCO  admits  that 
the  Commission  derives  its  authority  under  the  provisions 
of  an  Act  of  Congress  known  as  the  District  Public  Utili¬ 
ties  Law  ( Section  8,  Act  of  March  4,  1913 ;  §  §43-101  to  43- 
1007,  D.  C.  Code,  1940),  and  denies  the  other  allegations. 

3.  As  to  section  III  of  the  petition,  PEPCO  denies 
2772  (i)  that  it  sells  substantial  amounts  of  electric  energy 

and  other  electric  services  to  Consolidated  Gas  Elec¬ 
tric  Light  and  Power  Company  of  Baltimore  on  either  a 
firm  power  or  interchange  basis,  since  it  furnishes  electric 
energy  and  other  electric  services  to  that  company  only  in 
interchange  transactions  which  are  not  sales;  (ii)  that  it 
furnishes  and  sells  substantial  electric  services  to  the 
Pennsylvania  Railroad  Company;  and  (iii)  that  it  fur¬ 
nishes  and  sells  substantial  amounts  of  electric  energy  and 
other  electric  services  generated  in  the  District  of  Colum¬ 
bia  to  Virginia  Electric  and  Power  Company.  PEPCO 
admits  all  other  allegations  contained  in  said  section  HI. 

4.  As  to  sections  IV  and  V  of  the  petition,  PEPCO  ad¬ 
mits  all  allegations  therein  contained,  but  denies  each  and 
all  alleged  errors  set  forth  in  the  Application  for  Recon¬ 
sideration  which  is  attached  to,  and  made  a  part  of,  the 
petition  as  Exhibit  A. 

5.  As  to  section  VI  of  the  petition,  PEPCO  admits  all 
allegations  therein  contained,  except  insofar  as  such  sec¬ 
tion  states  or  implies  that  Order  No.  3774,  therein  referred 
to,  required  to  be  made  effective  the  revised  rate  schedules 


filed  by  PEPCO  with  the  Commission  on  March  2,  1951, 
pursuant  to  Order  No.  3762,  since  the  only  rate  schedules 
required  by  Order  No.  3774  to  be  made  effective  were  the 
revised  rate  schedules  so  filed  by  PEPCO  which  were  ap¬ 
plicable  to  electric  service  to  be  furnished  by  PEPCO  in 
the  District  of  Columbia  and  since  said  Order  No.  3774 
was  applicable  only  to  the  electric  service  to  be  furnished  by 
PEPCO  in  the  District  of  Columbia. 

6.  As  to  section  VII  of  the  petition,  PEPCO  admits  all 
allegations  therein  contained,  but  denies  each  and  all  al¬ 
leged  errors  set  forth  in  the  Application  for  Reconsidera¬ 
tion  which  is  attached  to,  and  made  a  part  of,  the  petition 
as  Exhibit  B. 

7.  As  to  sections  VIII,  IX  and  X  of  the  petition,  PEPCO 
denies  all  allegations  contained  therein  or  in  Exhibits  A 

and  B  to  the  petition. 

2773  Wherefore,  PEPCO  respectfully  prays  that  the 
said  petition  be  dismissed,  with  costs  to  the  respond¬ 
ents. 

Washington,  D.  C., 

July  2,  1951. 

James  Francis  Reilly,* 

1625  K  Street,  N.  W., 

Washington  6,  D.  C., 

Cornelius  Means, 

929  E  Street,  N.  W., 

Washington  4,  D.  C., 

T.  Justin  Moore,* 

Electric  Building, 

Richmond  12,  Virginia, 

George  D.  Gibson,* 

Electric  Building, 

Richmond  12,  Virginia, 

Attorneys  for  Potomac  Electric 
Power  Company , 

*  By  Cornelius  Means. 
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Filed  Jul  10  1951 


Order  Allowing  Intervention. 

The  motion  of  Potomac  Electric  Power  Company  for 
leave  to  intervene  as  a  party  respondent  is  hereby  granted. 

Matthew  F.  McGuire 


U.  S.  D.  J. 


July  10,  1951. 
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Filed  Nov  27  1951 


*•«##•*#*• 

Order. 

Upon  consideration  of  the  motion  of  the  respondent  Pub¬ 
lic  Utilities  Commission  of  the  District  of  Columbia  to 
strike  Paragraph  VIII  from  the  petition  of  appeal  in  the 
above-stated  action,  and  after  oral  argument,  it  is  by  the 
Court  this  27th  day  of  November,  1951, 

Ordered  and  Adjudged  that  the  motion  of  the  Public 
Utilities  Commission  to  strike  Paragraph  VIII  from  the 
petition  of  appeal  in  the  above-stated  action  be,  and  it  is 
hereby,  granted,  and  that  the  said  Paragraph  VIII  be,  and 
it  is  hereby,  stricken. 

Alexander  Holtzoff, 

Judge. 
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2807  Filed  Jan  3  1952 
********** 

IN  THE  UNITED  STATES  DISTRICT  COURT  FOR  THE  DISTRICT  OF 

COLUMBIA 

Herbert  P.  Leeman,  et  al.,  Plaintiff, 

v. 

Public  Utilities  Commission  of  the  Dis¬ 
trict  of  Columbia,  et  al.,  Defendants. 

Capital  Transit  Company,  Petitioner, 

v.  [  Civil  Action 

Public  Utilities  Commission  of  the  Dis¬ 
trict  of  Columbia,  et  al.,  Respondents. 

United  States  of  America,  Petitioner, 

y.  I  Civil  Action 

I  2495  51 

Public  Utilities  Commission  of  the  Dis¬ 
trict  of  Columbia,  et  al.,  Respndents. 

Pre-Trial  Order  Stating  Issues. 

Statement  of  Nature  of  Case: 

Appeals  by  consumers  of  electricity  from  orders  No.  3762 
and  3774  of  the  Public  Utilities  Commission  of  the  District 
of  Columbia  prescribing  increases  in  the  electric  rates  of 
Potomac  Electric  Power  Company  (PEPCO). 

2808  Statement  of  the  Issues: 

Petitioners  Herbert  P.  Leeman  and  Capital  Transit  Com¬ 
pany  contend  that  the  Commission’s  orders  are  unreason¬ 
able,  arbitrary,  capricious,  and  unlawful  on  the  grounds 
that: 

I.  The  Commission  erred  in  fixing  increased  PEPCO 
rates  for  local  service  within  the  District  upon  the  basis  of 
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findings  related  to  PEPCO  interstate  and  local  system:  op¬ 
erations  in  the  District,  Maryland,  and  Virginia  as  a  whole, 
without  evidence  or  findings  justifying  any  increases  in 
local  District  rates  subject  to  the  Commission’s  jurisdiction 
or  in  support  of  the  rates  fixed  by  the  Commission’s  Or¬ 
ders. 

(A)  The  requirement  by  Order  No.  3762  that  PEPCO  file 
increased  rate  schedules  for  its  system  as  a  whole  in  the 
District,  Maryland,  and  Virginia  is  in  excess  of  the  jurisdic¬ 
tion  and  statutory  authority  of  the  Commission,  conflicts 
with  the  provisions  of  Sections  S24-824h,  Title  16,  U.  S. 
Code  (Part  IT  of  the  Federal  Power  Act),  Sections  43-122 
and  43-323,  D.  C.  Code,  1940,  and  Section  9  (a)  of  the 
Administrative  Procedure  Act  (Section  100S  (a),  Title 
5,  U.  S.  Code). 

(B)  There  are  no  findings  showing  a  segregation  of  the 
costs  (including  the  rate  base  or  cost  of  capital)  of  local 
services  within  the  District  or  findings  justifying  any  in¬ 
creases  in  local  District  rates  subject  to  the  Commission’s 
jurisdiction  or  to  support  the  District  rates  fixed  by  the 
Commission’s  Orders;  nor  is  there  substantial  evidence  of 
record  to  support  any  such  findings. 

(C)  The  failure  to  make  findings  with  respect  to  rates 
for  local  services  wfithin  the  District  causes  Orders  No.' 
3762  and  3774  to  be  in  violation  of  Sections  43-401,  43-411, 
and  43-911,  D.  C.  Code,  1940,  and  Sections  8  (b)  and  9  (a) 
of  the  Administrative  Procedure  Act  (Sections  1007  (b), 
1008  (a),  Title  5,  U.  S.  Code). 

II.  The  Commission  erred  in  issuing  its  orders  without 
findings  or  substantial  evidence  of  record  to  support  the 
conclusions  contained  therein,  and  in  failing  to  make  find¬ 
ings  in  accordance  with  the  evidence  of  record. 

2809  (A)  There  is  no  substantial  evidence  of  record 

nor  are  there  adequate  findings  to  support  the  Com¬ 
mission’s  conclusions  with  respect  to : 

(a)  a  rate  of  return  as  high  as  51/>% 

(b)  the  estimated  system  earnings  of  $6,431,190  for 
1950  and  $6,730,000  for  1951 


(c)  the  estimated  1951  system  rate  base  of  $146,- 
926,000,  and 

(d)  the  necessity  for  an  increase  in  annual  system 
revenues  by  $2,600,000 

(B)  The  Commission  failed  to  make  findings  and  take 
action  in  accordance  with  the  evidence  of  record  and  upon 
all  of  the  material  issues  of  fact  or  law  presented  by  the 
record,  in  violation  of  Section  8  (b)  of  the  Administrative 
Procedure  Act. 

III.  The  Commission  erred  in  issuing  its  Orders  without 
observance  of  the  procedure  required  by  statute  and  the 
Fifth  Amendment  to  the  Constitution  of  the  United  States. 

(A)  The  Commission  violated  the  requirements  for  a 
hearing  under  the  provisions  of  Sections  43-401,  43-408, 
43-410,  and  43-911,  D.  C.  Code,  1940,  and  under  the  due 
process  of  law  requirements  of  the  Fifth  Amendment  to 
the  Constitution  of  the  United  States,  and  of  Section  7  of 
the  Administrative  Procedure  Act  (Section  1006,  Title  5, 
U.  S.  Code),  because  it  considered  and  relied  upon 

(a)  matters  outside  of  the  record  without  affording 
interveners  before  the  Commission  an  opportunity  for 
cross-examination  or  rebuttal  thereon,  and 

(b)  testimony  not  based  upon  the  personal  knowl¬ 
edge  or  competence  of  the  witnesses,  depriving  such 
interveners  of  opportunity  to  conduct  such  cross-ex¬ 
amination  thereon  as  was  required  for  a  full  and  true 
disclosure  of  the  facts. 

2810  (B)  The  Commission  erred  in  referring  to  PEPCO 

reports  for  the  last  four  months  of  1950,  which  re¬ 
ports  were  not  a  part  of  the  Commission’s  formal  record, 
without  giving  interveners  before  the  Commission  an  op¬ 
portunity  to  show  from  such  reports  that  the  actual  earn¬ 
ings  of  PEPCO  were  substantially  in  excess  of  the  estimates 
determined  by  the  Commission  and  its  staff  and  other  facts 
in  refutation  of  the  Commission’s  determinations. 
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Herbert  P.  Leeman  also  contends  that  the  Commission’s 
Orders  are  unreasonable,  arbitrary,  capricious,  and  un¬ 
lawful  on  the  grounds  that: 

IV.  The  Commission  erred  in  refusing  to  receive  evi¬ 
dence  to  show  that  past  earnings  had  been  excessive. 

V.  The  Commission  erred  in  imposing,  without  substan¬ 
tial  evidence,  too  great  a  proportion  of  the  increase  upon 
residential  customers  and  too  small  a  proportion  upon 
Capital  Transit  Company  and  street  lighting. 

Capital  Transit  Company  also  contends  that  the  Com¬ 
mission’s  Orders  are  unreasonable,  arbitrary,  capricious, 
and  unlawful  on  the  ground  that: 

VI.  There  is  no  substantial  evidence  of  record  nor  are 
there  adequate  findings  to  support  the  Commission’s  con¬ 
clusions  with  respect  to  any  increase  in  rates  for  service 
to  Capital  Transit  Company. 

Capital  Transit  Company  further  contends  that: 

VII.  The  United  States  is  precluded  from  urging  or  re¬ 
lying  on  any  ground  of  attack  on  the  distribution  of  the 
increase  in  PEPCO  rates  by  classes  of  service,  as  required 
by  Order  No.  3762,  by  reason  of  its  failure  to  file  a  timely 
application  for  reconsideration  of  such  Order,  under  the 
provisions  of  Section  43-704,  D.  C.  Code;  and  the  Court 
is  without  jurisdiction  to  consider  an  appeal  from  such 
order  on  such  grounds. 

The  United  States  contends  that  the  Commission’s  Order 
is  unreasonable,  arbitrary,  capricious,  and  unlawful  on  the 
grounds  that: 

2811  VIII.  The  Commission  erred  in  failing  to  make 
fuel  adjustment  clauses  applicable  to  all  rate  sched¬ 
ule  customers  alike. 

IX.  The  Commission  erred  in  imposing  too  small  a  pro¬ 
portion  of  the  increase  upon  Capital  Transit  Company  by 
disregarding  conversion  costs. 

X.  The  Commission  erred  in  failing  to  allocate  increases 
to  rate  schedule  classes  on  a  revenue  basis. 
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Potomac  Electric  Power  Company  and  the  Public  Utili¬ 
ties  Commission  deny  that  the  Commission’s  Orders  are 
erroneous  or  unlawful  in  any  respect-  The  Commission 
further  contends  that: 

XI.  No  request  was  ever  made  of  the  Commission  to 
reopen  its  proceeding  for  the  taking  of  further  evidence 
after  the  matter  was  submitted  to  the  Commission  but  only 
to  reconsider  the  matter  on  the  record  previously  made. 

Dated  at  Washington,  D.  C.,  this  3rd  day  of  January, 
1952. 

Alexander  Holtzoff, 

Judge. 

Attorneys  for: 

Herbert  P.  Leeman, 

Frank  B.  Hand,  Jr., 

Capital  Transit  Company, 

Daryal  A.  MysE, 

United  States  of  America, 

William  P.  Arnold, 

Public  Utilities  Commission  of  the 
District  of  Columbia, 


Potomac  Electric  Power  Company, 


*••##***•* 

2988  Filed  May  1,  1952 

•  ••#*****# 

Opinion. 

Frank  Hand  and  Herbert  P.  Leeman,  both  of  Washing¬ 
ton,  D.  C.,  for  petitioner  Herbert  P.  Leeman. 

F.  Gloyd  Await  and  Daryal  A.  Myse,  both  of  Washing¬ 
ton,  D.  C.,  for  petitioner  Capital  Transit  Company. 

2989  Charles  M.  Irelan,  United  States  Attorney  for  the 
District  of  Columbia,  and  William  P.  Arnold,  both 

of  Washington,  D.  C.,  for  petitioner  United  States  of 
America. 
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T.  Justin  Moore,  George  D.  Gibson,  John  W.  Riely,  and 
T.  Justin  Moore,  Jr.,  all  of  Richmond,  Virginia;  Cornelius 
Means,  and  James  Francis  Reilly,  of  Washington,  D.  C., 
for  respondent  Potomac  Electric  Power  Company. 

Vernon  E.  West,  Corporation  Counsel  for  the  District 
of  Columbia,  and  Lloyd  B.  Harrison,  Assistant  Corpora¬ 
tion  Counsel,  both  of  Washington,  D.  C.,  for  respondent 
Public  Utilities  Commission  of  the  District  of  Columbia. 


These  are  three  appeals  from  orders  of  the  Public  Utili¬ 
ties  Commission  of  the  District  of  Columbia  increasing 
rates  for  electric  power  furnished  by  the  Potomac  Electric 
Power  Company.  Each  of  the  appellants  is  a  consumer 
and  claims  that  the  increases  granted  by  the  Commission 
are  not  warranted.  The  appeals  were  consolidated  for 
hearing. 

These  appeals  are  taken  pursuant  to  a  statute  (D.  C. 
Code,  1940  Ed.,  Title  43,  Section  705)  which  confers  on 
the  United  States  District  Court  for  the  District  of  Co¬ 
lumbia  jurisdiction  to  hear  and  determine  any  appeal  from 
an  order  or  decision  of  the  Commission.  Any  public  utility 
or  any  other  person  or  corporation  affected  by  any  final 
order  or  decision  of  the  Commission,  with  an  exception 
that  is  not  material  to  the  issues  in  these  proceed- 
2990  ings,  may  take  an  appeal  therefrom  within  sixty 
days  after  final  action  by  the  Commission  upon  a  pe¬ 
tition  for  reconsideration. 

Potomac  Electric  Power  Company,  the  public  utility  in¬ 
volved  in  these  proceedings,  is  engaged  in  the  business  of 
supplying  electric  power  within  the  District  of  Columbia, 
and  certain  parts  of  Maryland  and  Virginia  adjacent  to 
the  nation’s  capital.  Most  of  its  operations  in  Maryland 
and  Virginia  are  confined  to  urban  areas  immediately  ad¬ 
joining  Washington,  D.  C.  Some  customers,  however,  are 
located  in  rural  sections  beyond  these  urban  centers.  The 
amount  of  business  conducted  in  the  rural  districts  forms, 
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however,  a  very  small  proportion  of  the  company’s  activi¬ 
ties.  Insofar  as  it  does  business  in  Washington,  D.  C., 
the  company  is  subject  to  regulation  by  the  Public  Utilities 
Commission  of  the  District  of  Columbia.  Similar  regula¬ 
tory  bodies  of  Maryland  and  Virginia  have  comparable 
authority  over  the  business  carried  on  by  the  company  in 
those  States. 

On  July  28,  1950,  the  company  submitted  to  the  Commis¬ 
sion  an  application  for  an  increase  of  rates.  The  Com¬ 
mission  conducted  a  series  of  hearings  on  this  petition,  at 
which  detailed  testimony  and  voluminous  documentary  evi¬ 
dence  was  introduced.  On  February  12,  1951,  the  Com¬ 
mission  rendered  a  decision  (Order  No.  3762)  granting 
certain  increases.  The  opinion  and  the  findings  of  the 
Commission  indicate  that  the  matter  was  studied  in  great 
detail  and  scrutinized  with  painstaking  and  meticulous 
care.  The  lengthy  opinion  of  the  Commission  contains 
a  close  analysis  of  the  pertinent  testimony,  detailed  find¬ 
ings  of  fact,  and  an  enlightening  discussion  of  the  matters 
in  controversy. 

2991  The  basic  findings  made  by  the  Commission  are 
as  follows.  The  rate  base  upon  which  the  company 
is  entitled  to  earn  a  fair  and  reasonable  return  is  $146,- 
926,000.  A  fair  and  just  rate  of  return  is  51/4%.  In  order 
to  .provide  the  required  earnings,  an  increase  in  income  of 
approximately  $2,600,000  a  year  is  necessary.  The  Com¬ 
mission  also  made  a  finding  indicating  how  the  sum  of 
$2,600,000  should  be  distributed  among  the  various  types 
of  service,  i.e.,  residential,  low  voltage  commercial,  high 
voltage  commercial,  street  lighting,  street  railway,  and 
other  types  of  service.  The  gross  amount  to  be  allocated 
to  each  is  stated.  The  Commission  concluded  by  directing 
the  company  to  file  rate  schedules  designed  to  produce 
these  increases  for  the  system  as  a  whole ,  and  further  pro¬ 
viding  that  the  rates  should  be  in  substantial  accord  with 
the  views  expressed  in  the  findings  and  opinion. 

In  due  course  the  company  submitted  detailed  rate  sched¬ 
ules  in  accordance  with  the  foregoing  order.  After  another 
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series  of  hearings  at  which  the  proposed  rates  were  con¬ 
sidered,  the  Commission  on  March  20, 1951,  issued  an  Order, 
No.  3774,  approving  the  new  schedules,  on  the  basis  of  a 
finding  that  “the  distribution  of  the  authorized  increase 
in  gross  operating  revenue  by  classes  of  service,  are  in 
substantial  compliance  with  the  views  of  the  Commission 
expressed  in  Order  No.  3762.”  The  Commission  further 
found  that  these  rates  were  just,  reasonable,  and  nondis- 
criminatorv.  The  final  outcome  was  an  increase  of  5.5% 
for  residential  consumers;  6.3%  for  low  voltage  commer¬ 
cial  customers;  S.6%  for  high  voltage  commercial  consum¬ 
ers;  27%  for  street  lighting;  and  23.1%  for  street  railway 
service. 

2992  It  is  understood  that  the  Maryland  and  Virginia 
Commissions  cooperated  by  promulgating  similar 
rates  within  their  respective  jurisdictions.  Their  counsel 
were  permitted  to  appear  in  these  proceedings  as  amici 
curiae. 

The  three  appeals  here  for  consideration  were  filed  in 
this  Court  bv  various  consumers,  who  claim  that  the  in- 
creases  in  rates  were  not  warranted.  Appellant  Leeman 
is  a  residential  consumer  and  contends  that  residential  rates 
should  not  have  been  raised.  Appellant  Capital  Transit 
Company  is  a  public  utility  operating  street  car  and  bus 
lines  in  the  District  of  Columbia  and  adjoining  territory, 
and  is  a  large  consumer  of  direct  current.  It  asserts  that 
the  rates  fixed  for  the  power  furnished  to  it  are  too  high. 
The  third  appellant,  the  United  States  of  America,  is  also 
a  large  consumer  and  objects  to  the  increase  of  rates  so  far 
as  it  is  concerned. 

At  the  outset  it  is  important  to  chart  the  scope  of  judi¬ 
cial  review.  These  proceedings  differ  in  principle  from 
actions  brought  by  public  utilities  challenging  a  rate  fixing 
order  on  the  ground  that  the  rates  are  confiscatory.  Pro¬ 
ceedings  of  the  latter  type  present  questions  of  depriva¬ 
tion  of  constitutional  rights  and,  therefore,  entitle  the  ag¬ 
grieved  party  to  broad  judicial  review.  These  appeals, 
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on  the  other  hand,  are  brought  by  consumers  who  claim 
that  the  rates  established  by  the  Commission  are  too  high. 
No  constitutional  question  is  involved.  The  appeals  are 
purely  statutory  and  the  range  of  judicial  review  is  limited 
and  restricted  by  Act  of  Congress. 

The  applicable  statute  provides,  first,  that  the  review 
by  the  court  shall  be  limited  to  questions  of  law ;  and 
2993  second,  that  “the  findings  of  fact  by  the  Commission 
shall  be  conclusive  unless  it  shall  appear  that  such 
findings  of  the  Commission  are  unreasonable,  arbitrary,  or 
capricious,”  (D.  C.  Code,  Title  43,  Section  706).  It  per¬ 
haps  may  be  said  that  a  finding  is  unreasonable,  arbitrary 
and  capricious  if  it  is  not  sustained  by  substantial  evi¬ 
dence. 

The  basic  principles  of  judicial  review  of  rate-fixing 
orders  of  administrative  bodies  were  formulated  in  Fed¬ 
eral  Power  Comm’n.  v.  Hope  Gas  Co.,  320  U.  S.  591,  602, 
as  follows : 

“It  is  not  theory  but  the  impact  of  the  rate  order  which 
counts.  If  the  total  effect  of  the  rate  order  cannot 
be  said  to  be  unjust  and  unreasonable,  judicial  inquiry 
under  the  Act  is  at  an  end.  The  fact  that  the  method 
employed  to  reach  that  result  may  contain  infirmities  is 
not  then  important.  Moreover,  the  Commission’s  or¬ 
der  does  not  become  suspect  by  reason  of  the  fact 
that  it  is  challenged.  It  is  the  product  of  expert  judg¬ 
ment  which  carries  a  presumption  of  validity.  And  he 
who  would  upset  the  rate  order  under  the  Act  carries 
the  heavy  burden  of  making  a  convincing  showing  that 
it  is  invalid  because  it  is  unjust  and  unreasonable  in 
its  consequences.” 

In  Mississippi  Valley  Barge  Co.  v.  United  States,  292 
U.  S.  282,  286-287,  Mr.  Justice  Cardozo,  in  his  usual  felicit¬ 
ous  manner,  expressed  a  similar  doctrine : 

“The  structure  of  a  rate  schedule  calls  in  peculiar 
measure  for  the  use  of  that  enlightened  judgment  which 
the  Commission  by  training  and  experience  is  qualified 
to  form.  Florida  v.  United  States,  ante,  p.  1.  It  is 
not  the  province  of  a  court  to  absorb  this  function  to 
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itself.  I.  C.  C.  v.  Louisville  &  Nashville  R.  Co.,  227 
U.  S.  88,  100;  Western  Paper  Makers  Chemical  Co.  v. 
United  States,  271  U.  S.  268,  271;  Virginian  Ry.  Co.  v. 
United  States,  272  U.  S.  658,  663.  The  judicial  func¬ 
tion  is  exhausted  when  there  is  found  to  be  a  rational 
basis  for  the  conclusions  approved  by  the  administra¬ 
tive  body.’  ’ 

The  questions  that  this  Court  may  consider,  therefore, 
are :  first,  whether  the  Commission  has  commited  any 
2994  error  of  law  vitiating  its  order;  second,  whether  its 
conclusions  are  adequately  supported  by  findings  of 
fact;  and  third,  whether  the  findings  of  fact  are  sustained 
by  substantial  evidence. 

Before  entering  on  a  discussion  of  the  merits,  a  prelimi¬ 
nary  procedural  matter  should  be  mentioned.  The  ap¬ 
plicable  statute,  in  effect,  provides  that  in  order  to  be  quali¬ 
fied  to  appeal  from  an  order  of  the  Commission,  the  party 
claiming  to  be  aggrieved  must  make  an  application  to  the 
Commission  for  reconsideration  within  thirty  days  after 
the  publication  of  its  final  order  or  decision.  It  is  ob¬ 
jected  by  the  respondents  that  the  United  States  of  Amer¬ 
ica  is  not  entitled  to  be  heard  on  appeal  because  of  alleged 
failure  to  comply  with  this  requirement.  Admittedly  the 
United  States  filed  no  petition  for  reconsideration  within 
the  thirty-day  period  after  the  promulgation  of  the  first 
order  of  the  Commission,  that  is  Order  No.  3762,  dated  Feb¬ 
ruary  12,  1951.  Such  a  petition  was  filed  by  it,  however, 
within  thirty  days  after  the  making  of  the  final  order  of 
the  Commission,  dated  March  20,  1951.  On  preliminary 
motions  to  dismiss  the  appeal  of  the  Government,  this 
Court  held  that  the  United  States  satisfied  the  statutory 
provision,  since  the  first  order  of  the  Commission  was  in 
effect  an  interlocutory  order  formulating  merely  the  prin¬ 
ciples  on  which  the  new  rate  schedules  should  be  pre¬ 
scribed,  while  the  second  order  prescribing  the  actual  rates 
should  be  regarded  as  the  final  order.  The  situation  is 
similar  to  that  of  an  interlocutory  judgment  of  a  court 
followed  by  a  final  judgment.  An  appeal  from  the  final 
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judgment  brings  up  for  review  questions  determined  by 
the  interlocutory  decree.  In  the  same  manner  in  this  case 
the  final  order  prescribing  the  actual  rates  brings 

2995  up  for  review  the  prior  order,  which  formulated  the 
principles  on  which  the  new  rates  should  be  based. 

In  view  of  these  considerations  the  motions  to  dismiss  the 
appeal  of  the  United  States  were  denied. 

The  principal  objection  advanced  against  the  orders  un¬ 
der  scrutiny  is  that  the  Commission  in  fixing  the  rate  base 
and  in  determining  the  cost  of  furnishing  service,  con¬ 
sidered  all  of  the  property  and  all  of  the  operations  of  the 
company  as  an  entirety.  It  is  contended  that  this  course 
was  erroneous  and  that  the  Commission  should  have  segre¬ 
gated  the  property  employed  and  the  costs  incurred  in  con¬ 
nection  with  the  operations  of  the  company  in  the  District 
of  Columbia  and  should  have  fixed  the  new  rates  on  that 
basis.  It  is  urged  that  the  Commission  had  no  legal  right 
to  consider  as  a  single  unit  all  of  the  business  of  the  com¬ 
pany,  including  its  activities  in  Maryland  and  Virginia. 
It  should  be  observed,  however,  that  this  objection  is  raised 
by  appellants  Leeman  and  Capital  Transit  Company,  but 
is  not  advanced  by  the  United  States.  The  objection  in¬ 
volves  a  basic  question  of  law  in  the  field  of  rate  regulation 
and  requires  thorough  consideration.  The  question  can 
be  best  approached  by  an  examination  and  analysis  of  the 
decisions  of  the  Supreme  Court  on  this  point  in  chrono¬ 
logical  order. 

In  Smyth  v.  Ames,  169  U.  S.  466,  541,  one  of  the  early  deci¬ 
sions  in  the  field  of  rate  regulation,  the  Court  wTas  con¬ 
fronted  with  the  problem  of  determining  the  constitutional¬ 
ity  of  a  State  statute  fixing  railway  rates.  It  was  contended 
in  behalf  of  objecting  railways  that  the  rates  were  con¬ 
fiscatory.  It  was  argued  in  support  of  the  validity  of  the 
statute  that  the  reasonableness  of  the  rates  was  not 

2996  to  be  determined  by  the  inquiry  whether  such  rates 
would  leave  a  reasonable  net  profit  from  the  local 

business  affected  thereby,  but  that  the  Court  should  take 
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into  consideration  the  whole  business  of  the  company,  in¬ 
terstate  and  domestic.  The  Supreme  Court,  in  an  opinion 
by  Mr.  Justice  Harlan,  overruled  this  contention,  stating: 

“.  .  .  the  reasonableness  or  unreasonableness  of  rates 
prescribed  by  a  State  for  the  transportation  of  per¬ 
sons  and  property  wholly  within  its  limits  must  be  de¬ 
termined  without  reference  to  the  interstate  business 
done  by  the  carrier,  or  to  the  profits  derived  from  it. 
The  State  cannot  justify  unreasonably  low  rates  for 
domestic  transportation,  considered  alone,  upon  the 
ground  that  the  carrier  is  earning  large  profits  on  its 
interstate  business,  over  which,  so  far  as  rates  are 
concerned,  the  State  has  no  control.  Nor  can  the 
carrier  justify  unreasonably  high  rates  on  domestic 
business  upon  the  ground  that  it  will  be  able  only  in 
that  way  to  meet  losses  on  its  interstate  business.  So 
far  as  rates  of  transportation  are  concerned,  domestic 
business  should  not  be  made  to  bear  the  losses  on  inter¬ 
state  business,  nor  the  latter  the  losses  on  domestic 
business.” 

In  The  Minnesota  Rate  Cases,  230  U.  S.  352,  435,  a  similar 
problem  was  involved,  namely,  an  attack  on  rates  fixed  by 
a  State  for  intrastate  railway  traffic.  It  was  claimed  that 
the  rates  were  confiscatory.  Mr.  Justice  Hughes  reiterated 
the  doctrine  of  Smyth  v.  Ames,  supra,  and  wrote  as  fol¬ 
lows: 


“Where  the  business  of  the  carrier  is  both  inter¬ 
state  and  intrastate,  the  question  whether  a  scheme  of 
maximum  rates  fixed  by  the  State  for  intrastate  trans¬ 
portation  affords  a  fair  return,  must  be  determined  by 
considering  separately  the  value  of  the  property  em¬ 
ployed  in  the  intrastate  business  and  the  compensation 
allowed  in  that  business  under  the  rates  prescribed. 
.  .  .  The  reason,  .  .  .,  is  that  the  State  cannot  justify 
unreasonably  low  rates  for  domestic  transportation, 
considered  alone,  upon  the  ground  that  the  carrier  is 
earning  large  profits  on  its  interstate  business,  and, 
on  the  other  hand,  the  carrier  cannot  justify  unreason¬ 
ably  high  rates  on  domestic  business  because  only  in 
that  way  is  it  able  to  meet  losses  on  its  interstate  busi¬ 
ness.” 
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2997  In  Smith  v.  Illinois  Bell  Tel.  Co.,  282  U.  S.  133, 
148-151,  the  Illinois  Commerce  Commission  reduced 

the  local  rates  of  the  telephone  company  for  its  Chicago 
business.  The  company  brought  suit  to  enjoin  the  enforce¬ 
ment  of  the  order  claiming  that  the  rates  were  confiscatory. 
The  Commission  had  made  no  distinction  between  the  intra¬ 
state  and  interstate  activities  of  the  utility,  but  reached  its 
conclusions  on  the  basis  of  the  total  Chicago  property  of 
the  company,  although  a  part  of  it  was  used  for  purposes 
of  interstate  commerce.  The  Supreme  Court  held  that 
the  failure  to  make  an  allocation  of  property,  costs,  and 
revenues  as  between  the  two  branches  of  the  business  was 
erroneous.  Mr.  Chief  Justice  Hughes  wrote  as  follows  on 
this  point: 

“The  separation  of  the  intrastate  and  interstate 
property,  revenues  and  expenses  of  the  Company  is  im¬ 
portant  not  simply  as  a  theoretical  allocation  to  two 
branches  of  the  business.  It  is  essential  to  the  appro¬ 
priate  recognition  of  the  competent  governmental  au¬ 
thority  m  each  field  of  regulation.  (Emphasis  sup¬ 
plied.) 

•  *  # 

“The  proper  regulation  of  rates  can  be  had  only  by 
maintaining  the  limits  of  state  and  federal  jurisdic¬ 
tion,  and  this  cannot  be  accomplished  unless  there  are 
findings  of  fact  underlying  the  conclusions  reached 
with  respect  to  the  exercise  of  each  authority.  In  view 
of  the  questions  presented  in  this  case,  the  validity  of 
the  order  of  the  state  commission  can  be  suitably  tested 
only  by  an  appropriate  determination  of  the  value  of 
the  property  employed  in  the  intrastate  business  and 
of  the  compensation  receivable  for  the  intrastate  serv¬ 
ice  under  the  rates  prescribed.” 

It  should  be  observed  that  each  of  the  three  cases  so  far 
reviewed  involved  a  public  utility  doing  both  interstate 
and  intrastate  business.  In  each  instance  the  utility  chal¬ 
lenged  rates  fixed  by  state  authority  for  intrastate  busi¬ 
ness,  on  the  ground  that  the  rates  were  confiscatory. 

2998  The  Court  held  that  the  property  used  and  the  costs 
incurred  in  intrastate  business  should  be  segregated 
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in  determining  whether  the  rates  fixed  were  adequate.  This 
result  was  reached  on  two  bases:  first,  an  insufficient  rate 
for  intrastate  business  may  not  be  justified  on  the  theory 
that  it  was  equalized  by  more  than  sufficient  income  from 
interstate  business;  and  second,  possible  conflict  between 
state  and  federal  regulatory  authorities  must  be  avoided. 
In  this  connection,  it  is  important  to  bear  in  mind  the 
admonition  of  Chief  Justice  Hughes  that,  “The  proper 
regulation  of  rates  can  be  had  only  by  maintaining  the 
limits  of  state  and  federal  jurisdiction.”  (p.  149) 

A  shift  in  the  attitude  of  the  Supreme  Court  on  this  ques¬ 
tion  was  displayed  in  Wabash  Valley  Elec.  Co.  v.  Young , 
287  U.  S.  488,  497-498.  An  Indiana  public  utility  company 
supplied  electric  power  to  a  large  number  of  cities  and 
towns  within  the  State,  including  the  city  of  Martinsville, 
where  the  company  owned  a  local  plant.  The  State  Com¬ 
mission  reduced  the  rates  to  be  charged  for  electric  service 
in  Martinsville.  The  Company  brought  suit  to  enjoin  the 
enforcement  of  the  order  on  the  ground  that  the  new  rates 
were  confiscatory.  It  was  urged  by  the  company  that  the 
Commission  erred  in  segregating  the  value  of  the  property 
used  in  connection  with  the  service  furnished  to  Martins¬ 
ville,  and  in  failing  to  consider  the  entire  operating  prop¬ 
erty  of  the  company  as  a  unit  in  fixing  the  rate  base.  The 
Court  called  attention  to  the  fact  that  the  only  question  to 
consider  was  whether  the  method  adopted  by  the  Commis¬ 
sion  was  constitutional  under  the  due  process  clause  of  the 
Fourteenth  Amendment.  The  Court  concluded  that  the 
method  adopted  by  the  Commission  was  immune  to 
2999  constitutional  attack.  In  discussing  this  subject,  the 
Court  made  the  following  significant  observations: 

“Normally,  the  unit  for  rate  making  purposes,  we 
may  assume,  would  be  the  entire  interconnected  op¬ 
erating  property  of  a  utility  used  and  useful  for  the 
convenience  of  the  public  in  the  territory  served,  with¬ 
out  regard  to  particular  groups  of  consumers  or  local 
subdivisions.  But  conditions  may  be  such  as  to  re- 
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quire  or  permit  the  fixing  of  a  smaller  unit.”  (Em¬ 
phasis  supplied.) 

“The  three  cases  last  cited  recognize  that  where  the 
business  of  a  carrier  or  utility  is  both  interstate  and 
intrastate,  the  state  rates  for  intrastate  transporta¬ 
tion  or  business  must  be  determined  by  a  separate  con¬ 
sideration  of  the  value  of  the  property  employed  in  the 
intrastate  business.  It  is  true  that  there  such  a  sepa¬ 
ration  is  made  necessary  because  a  different  govern¬ 
ment  exercises  the  rate  making  power  in  each  of  the 
two  fields  of  regulation;  and  that  situation  is  w’anting 
here.  Nevertheless,  the  cases  furnish  a  helpful  illus¬ 
tration  in  support  of  the  application  of  a  similar  rule 
in  the  case  now  under  review.” 

It  should  be  emphasized  that  the  Supreme  Court  in  this 
case  suggests  that  normally  the  unit  for  rate  making  pur¬ 
poses  should  be  the  entire  property  of  the  utility  with¬ 
out  regard  to  geographical  subdivisions.  The  Court  recog¬ 
nized  that  exceptional  situations  may  require  a  segrega¬ 
tion.  It  would  seem  to  follow  that  whether  such  exceptional 
circumstances  exist  is  to  be  determined  by  the  administra¬ 
tive  body  in  the  exercise  of  its  sound  discretion.  Here 
the  Court  approved  the  exercise  of  the  discretion  of  the 
Commission. 

In  Lone  Star  Gas  Co.  v.  Texas ,  304  U.  S.  224,  241,  there 
was  involved  an  order  of  a  Texas  State  Commission  pre¬ 
scribing  the  rates  for  domestic  gas  supplied  by  the  Lone 
Star  Gas  Company  to  distributing  companies  in 
3000  Texas.  The  company  operated  pipe  lines  and  sold 
gas  in  numerous  communities  in  Texas  and  Okla¬ 
homa.  The  Texas  Commission  treated  the  company  prop¬ 
erty  as  an  integrated  system  and  in  that  way  included  the 
Oklahoma  property  and  operatidns  with  the  Texas  prop¬ 
erty  and  activities,  in  fixing  the  rates  to  be  charged  in 
Texas.  The  utility,  claiming  that  the  rates  were  confisca¬ 
tory,  instituted  an  action  to  restrain  the  enforcement  of  the 
order.  The  State  insisted  that  the  utility  should  offer 
proof  to  make  a  segregation  as  between  intrastate  and  in- 
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terstate  business,  and  as  between  Texas  and  Oklahoma 
properties  and  operations.  The  Supreme  Court  held  that 
there  w’as  no  obligation  on  the  part  of  the  company  to 
offer  such  evidence,  and  that  the  company  was  entitled  to 
present  the  matter  to  the  Court  on  the  basis  on  which  the 
Commission  had  proceeded.  The  Court  further  reached 
the  conclusion  that  the  order  did  not  violate  the  constitu¬ 
tional  rights  of  the  company  under  the  commerce  clause 
of  the  Constitution,  because  there  was  no  attempt  to  regu¬ 
late  interstate  transportation  or  sales  in  interstate  com¬ 
merce.  Mr.  Chief  Justice  Hughes  observed  (p.  241) — 
“This  was  not  a  case  where  the  segregation  of  properties 
and  business  was  essential  in  order  to  confine  the  exercise 
of  state  power  to  its  own  proper  province.” 

This  case  obviously  limits  the  earlier  decisions  on  this 
point.  It  upholds  the  authority  of  a  State  Commission 
to  consider  the  entire  property  and  all  of  the  operations  of 
the  company  as  a  unit  even  if  it  operates  in  two  or  more 
States,  provided  the  Commission  restricts  itself  to  fixing 
rates  in  respect  to  business  over  which  it  has  jurisdiction. 

The  doctrine  of  the  earlier  decisions  is  confined  to 
3001  situations  in  which  a  segregation  of  properties  and 
business  is  essential  in  order  to  restrict  the  exercise 
of  State  power  to  its  own  proper  province  as  against  Fed¬ 
eral  authority. 

In  Colorado  Interstate  Co.  v.  Federal  Power  Commis¬ 
sion,  324  U.  S.  581,  589,  the  Federal  Power  Commission 
made  an  order  requiring  certain  natural  gas  companies  to 
reduce  interstate  wholesale  rates.  The  companies  sought 
a  review  of  the  order.  One  of  the  objections  raised  was 
the  failure  of  the  Commission  to  separate  property  used 
in  intrastate  business  from  that  used  in  interstate  com¬ 
merce.  The  Court  considered  such  a  segregation  unnec- 
sarv.  It  sustained  the  action  of  the  Commission.  In  its 
opinion  it  referred  to  The  Minnesota  Rate  Cases  and  Smith 
v.  Illinois  Bell  Tel.  Co.,  supra,  but  distinguished  them  on 
the  ground  that  they  involved  State  regulation  of  interstate 
rates  of  companies  doing  both  an  intrastate  and  interstate 
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Potomao  Eleotrio  Power  Company 

CAPITALIZATION#  TOTAL  PROPERTY  AND  PLANT,  AND  RATE  BASE 

(Dollar  amounts  in  Thousands) 

_ (1) _  _ (!) _  (3)  M _ (5)  (6) _ (1) _  (a) 

Date 

■■■■■rrmmirmrxiHHMM 

Total 
Property 
and  Plant 

RateBi 
(Developed  by 

Debt 

Preferred 

Stook 

Equity 

Capital 

Total 

Deoember  31#  1946 

$42  000 

$  7  000 

$37  918 

$  86  918 

$  113  837 

$  85  705 

$  85  030 

Deoember  31#  1947 

52  000 

11  250 

32  923 

96  173 

08  316 

January  31#  1948 

67  000 

11  250 

33  436 

111  686 

125  277 

99  326 

89  386 

February  29#  1948 

67  000 

11  250 

32  894 

111  144 

125  918 

99  822 

90  478 

Maroh  31,  1948 

67  CX) 

11  250 

33  122 

111  372 

126  471 

100  333 

91  600 

April  30,  1948 

67  000 

11  250 

33  296 

111  546 

127  259 

100  894 

92  740 

May  31,  1948 

67  000 

11  25o 

32  608 

110  858 

127  009 

101  563 

93  900 

June  30#  1948 

67  000 

11  250 

32  824 

. . . .  . 

111  074 

120  470 

101  860 

. 

95  061 

JUly  31,  1948 

67  000 

11  250 

33  018 

111  268 

128  991 

102  038 

96  213 

August  31,  1948 

67  000 

11  250 

32  440 

110  690 

129  581 

102  514 

97  370 

September  30#  1948 

67  000 

11  250 

32  796 

111  046 

130  182 

103  046 

98  544 

October  31,  1948 

67  000 

11  250 

33  110 

111  360 

130  765 

103  287 

99  713 

November  30#  1948 

67  000 

11  250 

32  643 

110  893 

131  332 

103  686 

100  846 

Deoember  31,  1948 

67  000 

11  250 

33  690 

111  940 

131  317 

103  582 

101  616 

January  31,  1949 

67  000 

11  250 

34  122 

112  372 

131  757 

104  076 

102  020 

February  28,  1949 

67  000 

11  250 

33  831 

112  081 

132  110 

104  282 

102  411 

Maroh  31,  1949 

67  000 

11  250 

34  276 

112  526 

132  567 

104  006 

102  750 

April  30,  1949 

67  000 

11  250 

34  633 

112  883 

133  243 

104  770 

103  064 

May  31,  1949 

77  000 

11  250 

41  453 

129  703 

133  670 

104  952 

103  367 

June  30#  1949 

77  000 

11  250 

41  764 

130  014 

134  415 

105  170 

103  646 

July  31,  1949 

77  000 

. 

11  250 

42  196 

130  446 

134  935 

105  458 

103  927 

August  31,  1949 

77  000 

11  250 

41  653 

129  903 

135  473 

105  559 

104  196 

September  30#  1949 

77  000 

11  250 

42  135 

130  385 

135  925 

105  497 

104  425 

Ootober  31,  1949 

77  000 

11  250 

42  381 

130  631 

136  324 

104  942 

104  596 

November  30#  1949 

77  000 

11  250 

41  745 

129  995 

136  757 

105  208 

104  732 

Deoember  31#  1949 
» 

77  000 

11  250 

41  928 

130  178 

137  325 

105  951 

105  980 

January  31,  1950 

77  000 

11  250 

42  717 

130  967 

163  885 

132  849 

. 

108  361 

February  28,  1950 

77  000 

11  250 

42  241 

130  491 

164  683 

132  854 

no  751 

Maroh  31,  1950 

77  000 

11  250 

42  629 

130  879 

166  063 

134  261 

113  202 

April  30,  1950 

77  000 

11  250 

43  016 

131  266 

167  203 

135  469 

115  742 

May  31,  1950 

81  000 

11  250 

52  164 

144  414 

168  504 

137  037 

118  358 

June  30#  1950 

81  000 

11  250 

52  458 

144  708 

169  719 

137  847 

121  056 

JUly  31,  1950 

81  000 

52  037 

145  087 

170  854 

138  760 

123  005 

August  31,  1950 

81  000 

11  250 

52  068 

144  310 

172  257 

139  939 

126  625 

September  30#  1950 

81  000 

11  250 

52  360 

144  618 

173  266 

140  722 

129  525 

Ootober  31,  1950 

81  000 

11  250 

52  646 

144  896 

173  873 

141  099 

132  500 

November  30,  1950 

81  000 

11  250 

51  935 

144  185 

174  583 

141  579 

135  518 

Deoember  31#  1950 

81  000 

11  250 

52  318 

144  568 

175  133 

141  894 

137  445 

tea 

January  31,  1951 

81  000 

11  250 

52  760 

145  010 

175  974 

142  464 

138  260 

February  28,  1951 

81  000 

11  250 

52  135 

144  385 

176  836 

143  054 

139  085 

Maroh  31,  1951 

81  000 

11  250 

52  509 

144  759 

177  747 

143  692 

139  903 

April  30,  1951 

81  000 

11  250 

52  847 

145  097 

178  769 

144  440 

140  670 

May  31,  1951 

81  000 

11  250 

52  087 

144  337 

179  851 

145  248 

141  386 

JUne  30,  1951 

91  000 

11  250 

52  400 

154  650  x 

.  181  250  , 

146  371 

142  083 

JUly  31,  1951 

91  000 

11  250 

. 

52  787 

155  037 

182  602 

147  445 

142  800 

August  31,  1951 

91  000 

11  250 

52  069 

154  319 

184  031 

148  595 

143  523 

September  30,  1951 

91  000 

11  250 

52  398 

154  648 

185  466 

149  750 

144  260 

Ootober  31,  1951 

91  000 

11  250 

52  697 

154  947 

187  640 

151  643 

145  075 

November  30#  1951 

86  000 

11  250 

62  777  <  160  027 

188  963 

152  684 

145  977 

Deoember  31,  1951 

86  000 

11  250 

63  339 

160  589 

190  125 

153  560 

146  926 

9 

Test  Period 

91  000 

11  250 

52  400 

154  650 

181  250 

146  371 

142  083 

. 

QO 
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Potomao  deotric  Power  Company 
CAPITALIZATION  GIVING  EJTBCT  To  PROPOSED  RATES* 


(Dollar  Amounta  in  Thousands) 


Prof err od  Equity 
Stock  Capital 


Total 


Ootober  31,  1950 
November  30,  1950 
Deoember  31,  1950 


January  31,  1951 

81 

000 

11 

250 

53 

467 

145 

717 

February  28,  1951 

81 

000 

11 

250 

53 

025 

145 

275 

toroh  31,  1951 

81 

000 

11 

250 

53 

577 

145 

827 

April  30,  1951 

81 

000 

11 

250 

54 

085 

146 

335 

toy  31,  1951 

81 

000 

11 

250 

53 

495 

145 

745 

JUne  30,  1951 

91 

000 

11 

250 

53 

980 

156 

230 

July  31,  1951 

91 

000 

11 

250 

54 

552 

156 

802 

August  31,  1951 

91 

000 

11 

250 

54 

022 

156 

272 

September  30,  1951 

91 

000 

11 

250 

54 

538 

156 

788 

October  31,  1951 

91 

000 

11 

250 

55 

018 

157 

268 

November  30,  1951 

86 

000 

11 

250 

65 

284 

162 

534 

Deoember  31,  1951 

86 

000 

11 

250 

65 

842 

163 

092 

Test  Period: 

Basis  A* 

91 

000 

11 

250 

53 

980 

156 

230 

Basis  B 

91 

000 

11 

250 

54 

469 

156 

719 

Basie  C 

86 

000 

11 

250 

65 

364 

162 

614 

Notes:  •Amounts  shown  Tor  the  dates  Ootober  31,  1950  through 
December  31,  1951  and  Test  Period  Basis  A,  are  based 
upon  the  proposed  rates  beooming  effective  on  all 
meter  readings  made  on  and  after  September  20,  1950. 

Test  Period  Basis  B  —  gives  effect  to  increase,  on  an 
annual  basis,  under  proposed  rates  for  the  12-month 
period  ending  June  30,  1951. 

Test  Period  Basis  C  -  gives  pro-forma  effect,  on  an 
annual  basis,  to  the  permanent  financing  contem¬ 
plated  for  1951,  in  addition  to  increase,  on  an 
annual  basis,  under  proposed  rates  for  the  12-month 
period  ending  June  30,  1951. 
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Potomac  Electrio  Power  Company 
TREND  OF  CRCWTB  IN  CAPITALIZATION  VERSUS  GROWS  IN  EiRNINCS 


(Index  Numbera  -  Year  1946  Equal a  100)  ,  , 

_ _ (1)  (2) _ O)  (4)  (5) 


Date 

Total 

Capitalization 

Total 

Operating 

Revenue 

Croee 

Income 

Earn  Inga 
Available 
for 
Common 
Stook 

Deoember  31,  1946 

100.0 

100.0 

100.0 

100.0 

December  31,  1947 

110.6 

110.4 

98.7 

100.9 

January  31,  1948 

128.5 

112.1 

102.9 

104.1 

February  29.  1948 

127.9 

113.6 

105.1 

105.1 

March  31,  1948 

128.1 

115.1 

107.2 

106.0 

April  30,  1948 

128.3 

116.3 

108.6 

106.2 

May  31,  1948 

127.5 

117.5 

111.0 

107.7 

JUne  30,  1948 

127.8 

118.6 

111.8 

106.4 

JUly  31,  1948 

128.0 

120.2 

114.0 

108.9 

August  31,  1946 

127.3 

122.9 

118.6 

115.0 

September  30,  1948 

127.8 

125.2 

122.9 

118.0 

October  31,  1948 

128.1 

126.9 

126.4 

121.1 

November  30,  1948 

127.6 

128.6 

128.7 

122.3 

December  31,  1948 

128.8 

130.4 

126.8 

117.3 

January  31,  1949 

129.3 

132.0 

126.6 

116.0 

February  28,  1949 

129.0 

133.7 

129.1 

119.8 

March  31,  1949 

129.5 

135.4 

130.0 

120.9 

April  30,  1949 

129.9 

137.1 

132.3 

124.0 

May  31,  1949 

149.2 

138.7 

134.8 

127.0 

June  30,  1949 

149.6 

140.4 

137.8 

130.7 

JUly  31,  1949 

150.1 

142.3 

141.6 

135.9 

Anguat  31,  1949 

149.5 

143.3 

143.7 

138.3 

September  30,  1949 

150.0 

143.7 

145.6 

140.4 

October  31,  1949 

150.3 

143.7 

144.6 

138.0 

November  30,  1949 

149.6 

144.1 

144.3 

136.8 

Deoember  31,  1949 

149.8 

144.4 

139.4 

128.3 

January  31,  1950 

150.7 

145.1 

140.5 

129.1 

February  28,  1950 

150.1 

145.4 

140.0 

127.3 

March  31,  1950 

150.6 

146.4 

141.2 

128.3 

April  30,  1950 

151.0 

147.2 

142.2 

129.4 

May  31,  1950 

166.1 

148.0 

141.5 

127.9 

JUne  30,  1950 

166.5 

148.8 

141.2 

127.4 

JUly  31,  1950 

166.9 

149.4 

140.1 

125.5 

Anguat  31,  1950 

166.0 

149.6 

138.8 

123.2 

September  30,  1950 

166.4 

150.0 

136.3 

119.2 

October  31,  1950 

166.7 

150.7 

137.1 

120.3 

November  30,  1950 

165.9 

151.6 

139.1 

123.2 

Deoember  31,  1950 

166.3 

152.5 

144.4 

131.3 

January  31,  1951 

156.8 

153.3 

144.2 

130.9 

February  28,  1951 

156.1 

154.1 

144.4 

131.2 

March  31,  1951 

166.5 

154.2 

144.0 

130.8 

April  30,  1951 

166.9 

154.5 

142.8 

129.1 

May  31,  1951 

166.1 

154.8 

143.3 

129.9 

JUne  30,  1951 

177.9 

155.4 

144.1 

130.5  • 

JUly  31,  1951 

178.4 

156.3 

144.8 

130.9 

August  31,  1951 

177.5 

157.6 

146.4 

132.6 

September  30,  1951 

177.9 

158.9 

147.5 

133.6 

October  31,  1951 

178.3 

159.9 

148.4 

134.3 

November  30,  1951 

184.1 

160.7 

148.4 

133.7 

Deoember  31,  1951 

184.8 

161.5 

148.5 

133.3 
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EARNINGS  REQUIRED  ON  TOTAL  CAPITALIZATION 
(Based  Upon  Opinions  of  Security  Analysts) 


444-4 


It 


♦  »»  9 


4444 


4 - 40 


1 

Ol 

5: 

IU< 

OH- 

± 


INDIVIDUAL  OPINIONS  RECEIVED 


LEGEND: 

Connected  dots  represent  range  stated. 
Single  dot  represents  single  rate  stated. 


SUMMARY 


Range 


5#  -  6** 
Above  65* 
Below  5§* 


Average 

6.0* 

6.9 

5.2 

6.0* 


Dollars  Millions  of  Dollars 


Potomao  Elootrio  Poorer  Company 


« 


> 


Potonao  Sleotrlo  Power  Company 

DEVELOPMENT  OF  REQUIRED  RANGE  Of  EARNINGS  FOR  OOiflON  STOCI 
(12-Month  Period  Ended  December  31,  1949) 


(Dollar  Amounts  In  Thousands) 

(1 


Description 


Under 

Existing 

Rates 


O)  (<) _ (5)  (6) _ (7)  (6) 


Adjusted  to  Refleot  Required  Earnings 


70*  Payout  |  79*  Payout  |  80*  Payout 


(«)  (10) 


85*  Payout 


-  - ...  .  -  -  ■  -T  - 

Total  Operating  Rerenue 

$  35  166 

$  38  324 

$  38  324 

$  37  661  i 

$37  661 

$  37  145 

$  37  145 

$  36  680 

$  36  660 

Gross  Incone 

6  320 

8  269  j 

8  269 

7  885: 

7  885 

7  565 

7  565 

7  288 

7  288 

Total  Interest  Charges 

2  202 

2  202 

2  363 

2  202 

2  363 

2  202 

2  363 

2  202 

2  363 

Net  Inc  one 

4  118 

6  067  ! 

t 

5  906 

5  683 

5  522 

5  363 

5  202 

5  066 

4  925 

Preferred  Dividends 

405 

405  ; 

405 

405 

405 

405 

405 

405 

405 

Available  for  Coswon 

3  713 

5  662 

5  501 

5  278 

5  117 

4  950 

4  797 

4  681 

4  520 

Total  Capitalisation 

130  178 

130  178  | 

144  110 

130  178  ; 

144  110 

130  178; 

144  110 

Cross  In o osee  *  of  Capital 

4.9 

6.4  | 

5.7 

6.1; 

5.5 

5.8  = 

5.2 

Gross  Inooae  tlsses  Total  Interest 


J  $ 

fv> 
I 


i 


« 


» 


r 


Potomo  Eleotrlo  Power  Company 

DEVELOpuarr  or  rmuired  range  cr  earnings  tor  coach  srocr 

(12-Uonth  Period  Ended  December  31,  1948) 


(Dollar  Arount*  In  Thousands) 
1) 


Under 

Existing 

Rato* 


ID _ (1) _ 


70? i  Payout 


Before  After 
rinanoing  Pinanoing 


_ (5) _ (6) _ (2) _ (8) 


Adjusted  to  Refleot  Required  Earning* 


75#  Payout  I  80#  Payout 


Before  After 
Financing  Financing 


85#  Payout 


Total  Operating  Revenue 

$  31  755 

♦  34  060 

$  34  060 

$  33  524 

$  33  524 

$  33  078  | 

$  33  078 

$  32  691 

$  32  691 

Grot*  Inoooe 

5  749 

7  251 

7  251 

6  931 

6  931 

6  665 

6  665 

6  434 

.  6  434 

Total  Interest  Charge* 

1  947 

1  947 

2  262 

1  947 

2  262 

1  947  | 

2  262 

1  947 

2  262 

Net  Inoooe 

3  802 

5  304 

4  989 

4  964 

4  669 

4  718  ! 

4  403 

4  487 

4  172 

Preferred  Dividends 

405 

405 

405 

405 

405 

405  | 

405 

405 

405 

Available  for  Cotaon  , 

3  397 

4  899 

4  584 

4  579 

4  264 

4  313  j 

3  998 

4  082 

3  767 

Total  Capitalisation 
Grots  InooM  #  of  Capital 


111  940 
5.1 


129  343  111  940 


111  940 

129  343 

111  940 

129  343 

6.0 

5.2 

5.7  : 

5.0 

QO 


Exhibit  No 


Formal  Case  No.  402  V  PEPCo 


Potomac  Electric  Power  Company 
RANGE  OF  REQUIRED  EARNINGS  PER  SHARE  OF  COMICN  STOCK 


(1) 

(2) 

(3) 

12-Month 

Upper 

Lower 

Period 

Margin 

Margin 

Ending 

of  Range 

of  Range 

Deoenfcer  31,  1948 

$1.65 

$1.38 

January  31,  190 

1.68 

1.40 

February  28,  1949 

1.70 

1.41 

Maroh  31,  1949 

1.72 

1.43  : 

April  30,  1949 

1.74 

1.45 

May  31,  1949 

1.47 

1.22 

JUne  30,  1949 

1.49 

1.23 

July  31,  1949 

1.50 

1.25 

August  31,  1949 

1.52 

1.26 

September  30,  1949 

1.54 

1.28 

October  31,  1949 

1.56 

1.29 

November  30,  1949 

1.58 

1.30 

Deoenber  31,  1949 


1.59 


1.32 


January  31,  1950 
February  28,  1950 
March  31,  1950 
April  30,  1950 
May  31,  1950 
June  30,  1950 
July  31,  1950 
August  31,  1950 
September  30,  1950 
Ootober  31,  1950 
November  30,  1950 
December  31,  1950 
January  31,  1951 
February  28,  1951 
Maroh  31,  1951 
April  30,  1951 
May  31,  1951 


1.61 

1.33 

1.63 

1.35 

1.65 

1.36 

1.66 

1.38 

1.40 

1.16 

1.42 

1.17 

1.43 

1.18 

1.45 

1.20 

1.46 

1.21 

1.48 

1.22 

1.49 

1.23 

1.50 

1.24 

1.52 

1.26 

1.53 

1.27 

1.55 

1.28 

1.56 

1,29 

1.58 

1.30 

Jure  30,  1951 


1.59 


1.32 


July  31,  1951 
August  31,  1951 
September  30,  1951 
Ootober  31,  1951 
November  30,  1951 
Deoember  31,  1951 


1.60 

1.32 

1.60 

1.32 

1.61 

1.33 

1.61 

1.33 

1.35 

1.11 

1.35 

1.12 
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Pot.'  io  Electrio  Power  Company 
TEST  PERIOD  -  SUMJ&HY 

Comparison  of  Proposed  Annual  Dollar  Improvement  of  Earnings  with  Deficiencies 


(Dollar  Amounts  in  Thousands) 


(1) 

(2) 

(3) _ 

(«) 

(5) 

(6) 

(7) 

' 

Earnings 

Under 

Existing 

Rates 

Required 
Earnings  at 

Deficiencies  in 
Earnings  Under 
Existing  Rates 

Proposed 
Annual 
Improve¬ 
ment  in 
Earnings 

Line 

No. 

1 

Dotcrlption 

Upper 
Margin 
of  Range 

Lower 
Margin 
of  Range 

Upper 
Margin 
of  Range 

Lower 
Margin 
of  Range 

>  Earnings  rewired  on  total  capitalization 


1 

OPERATING  REVENUES 

$37  855 

$43  675 

$41  085 

$  5  820 

$  3  230 

$  3  500 

2 

OPERATING  REVENUE  DEDUCTIONS 

31  277 

33  623 

32  579 

2  346 

1  302 

1  380 

3 

TOTAL  UTILITY  OPERATINC  INCOME 

6  578 

10  052 

8  506 

3  474 

1  928 

2  120 

4 

Other  Income  and  Deductions  (not) 

(44) 

(44) 

(44) 

- 

- 

5 

GROSS  INCOME 

6  534 

10  008 

8  462 

3  474 

1  928 

2  120 

6 

Total  Interest  Chargee 

2  350 

2  350 

2  350 

t 

- 

- 

7 

NET  INCOME 

4  184 

7  658 

6  112 

3  474 

1  928 

2  120 

8 

Prefer,  od  Dividend  Requirement 

405 

405 

405 

- 

- 

9 

BALANCE  APPLICABLE  lj  CCMLON  S'  'I 

3  779 

7  253 

5  707 

3  474 

1  928 

2  120 

EARNINGS  REWIRED  ON  COUCN  STOCI 


10  OPERATINC  REVOKES 

11  OPERATING  REVENUE  DEDUCTIONS 

12  TOTAL  UTILITY  OPERATINC  INCOME 

13  Other  Inoosie  and  Deductions  (net) 

14  GROSS  INCOME 

15  Total  Interest  Charges 

16  NET  INCOME 


$37  855 

$42  774 

$40  801 

$  4  919 

$  2  946 

$  3  500 

31  277 

33  185 

32  389 

1  908 

1  112 

1  380 

6  578 

9  589 

8  412 

3  011 

1  834 

2  120 

(44) 

(44) 

(44) 

- 

- 

- 

6  534 

9  545 

8  368 

3  011 

1  834 

2  120 

2  350 

2  350 

2  350 

— 

— 

— 

4  184 

7  195 

6  018 

3  011 

1  834 

2  120 

405 

4C5 

405 

- 

- 

- 

Preferred  Dividend  Requirement 
BALlNCE  APPLICABLE  TO  COMMON  STOCI 


3  779 


6  790  5  613 


3  011  1  834 


2  120 
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Potomao  ELeotrio  Power  Company 
ANNUAL  EARNINGS  BASED  ON  TEST  PERIOD 


(Dollar  Amount*  in  Thousand*) 


soription 


OPERATING  REVENUES 


OPERATING  REVENUE  DEDUCTIONS 
Operating  Expense* 

Depreciation 

Taxes 

Total  Operating  Revenue  Deductions 

NET  OPERATING  REVENUE 

Income  Adjustments  -  Sliding  Scale 

TOTAL  UTILITY  OPERATING  INCCME 
Other  Inoome  and  Deductions  (Net) 


11  GROSS  INCCME 

12  Total  Interest  C *■.  ?rge* 

13  NET  INCOME 

14  Preferred  Dividend  Requirement 

15  BALANCE  APPLICABLE  TO  COAJON  STOCK 


Existing 

Rate* 


$  37  855 


5  191 


31  277 


Giving  Effeot 
to  Annual 
Increase 
in  Revenues  (A) 


$41  357 


21  671 
4  415 
6  624 


32  710 


6  534 
2  350 


4  184 
405 


8  603 
2  350 


6  253 
405 


Pro  Foma 
to  Reflect 
Permanent  1951 
Financing (a) 


$41  357 


21  671 
4  415 
6  540 


32  626 


8  687 
2  539 


6  148 
405 


Notes t  (A)  Gives  effeot  to  increase,  on  an  annual  basis,  under  proposed  rates' 
for  the  12-month  period  ending  June  30.  1951. 


(B)  Gives  pro  fcrma  effeot.  on  an  annual  basis,  to  the  permanent 

financing  contemplated  for  1951*  in  addition  to  increase,  on  sn 
annual  basis,  under  proposed  rates  for  the  12-month  period  ending 
June  30,  1951. 


Dollars  Millions  of  Dollars 
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Required  Earnings  for  Common  Stock 

COMPARED  WITH  P.U.C.  BASIC  RETURN 

(TOTAL  DOLLARS) 


■—MM— Haa— 

■H—MIKBIBBMI— H— 1BBBS 


PU.C. BASIC  RETURN 


imnmnilH— HMHHHHHMI 

■■■■■■■■■■ 


Jan  Feb  Mar  Apr  May  Jun  Jul  Auc  StP  Oct  Nov  Dec  I  Jan  Feb  Mar  Apr  May  Jun  Jul  Auc  Scp  Oct  Nov  DccIJan  Flo  Mar  Apr  May  Jun  Jut  Auc  Scp  Oct  Nov  Dee  Jan  Fla  Mar 


Apr  May  Jun  Jul  Auc  Scp  Oct  Nov  Die 

1951 


' 

1 

ACTUAL 

Biili 


Required  Earnings  for  Common  Stock 
Compared  With  ru.c.  basic  return 
(per  share) 


Jan  Feb  Mar  Apr  May  Jun  Jul  Auc  Sep  Oct  Nov  Dtcl  Jan  Feb  Ma*  Apr  May  Jun  Jul  Auo  Sep  Oct  Nov  Dee  [Jam  Fcb  Mar  Apr  May  Jun  Jul  Auc  Sep  Oct  Nov  DecIJan  Fcb  Mar  Apr  May  Jun  Jul  Auc  Sip  Oct  No^  Dec 
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Potomao  Eleotrlo  Power  Company 

EARNINGS  AND  EARNINGS  RATIOS  UNDER  P.U.C.  BASIC  RETURN 
(Dollar  Amounts  in  Thousands) 


12-Month 

Period 

Ending 


Deoember  31#  1946 


December  31,  1947 


January  31,  1948 
February  29,  1948 
Maroh  31,  1948 
April  30,  1948 
May  31,  1948 
June  30,  1948 


JUly  31,  1948 
August  31,  1948 
September  30,  1948 
Ootober  31,  1948 
November  30,  1948 
Deoember  31,  1948 


January  31,  1949 
February  28,  1949 
Maroh  31,  1949 
April  30,  1949 
May  31,  1949 
June  30,  1949 


July  31,  1949 
August  31,  1949 
September  30,  1949 
Ootober  31,  1949 
November  30,  1949 
Deoember  31,  1949 


January  31,  1950 
February  28,  1950 
Maroh  31,  1950 
April  30,  1950 
May  31,  1950 
June  30,  1950 


JUly  31,  1950 
August  31,  1950 
September  30,  1950 
Ootober  31,  1950 
November  30,  1950 
Deoember  31,  1950 


January  31,  1951 
February  28,  1951 
Maroh  31,  1951 
April  30,  1951 
May  31,  1951 
JUne  30,  1951 


_ (4) _ 


Total 

Utility 

Operating  GrosB 
Inoome  Income 


$  4  677  $4  659  $  3  021 


4  857  4  892 


4  916 

4  976 

5  038 
5  101 
5  164 
5  228 


5  292 
5  355 
5  420 
5  484 
5  547 
5  589 


5  611 
5  633 
5  651 
5  669 
5  685 
5  701 


5  716 
5  731 
5  743 
5  753 
5  760 
5  a?9 


5  960 

6  091 
6  226 
6  366 
6  510 
6  658 


6  809 

6  964 

7  124 
7  287 
7  454 
7  559 


7  604 


7  776 
7  815 


4  950 

5  009 
5  080 
5  153 
5  226 
5  300 


5  375 
5  449 
5  529 
5  606 
5  685 
5  749 


5  790 
5  834 
5  871 
5  927 

5  969 

6  020 


6  070 
6  123 
6  181 
6  233 
6  284 
6  335 


6  749 
6  856 
6  964 


7  066 
7  169 
7  269 
7  374 
7  480 
7  521 


567 
605 
647 
698 
7  737 
7  771 


3  338 


3  300 
3  285 
3  288 
3  304 
3  310 
3  317 


3  361 
3  400 
3  373 
3  382 
3  391 
3  397 


3  410 
3  449 
3  476 
3  518 
3  536 
3  558 


3  584 
3  612 
3  646 
3  674 
3  701 
3  728 


3  813 
3  900 

3  985 

4  047 
4  144 
4  251 


4  348 
4  446 
4  541 
4  640 
4  741 
4  777 


4  818 
4  860 
4  906 

4  960 

5  003 
5  016 


Gross  Inoome 
Times 

Total  Interest 


3*57 


3.39 


37 
29 
22 
3,18 
3.13 
3,09 


3.07 

3.03 

3.02 

3.00 

2.98 

2.95 


2.93 
2.95 

2.95 

2.96 

2.94 
2.93 


2.92 

2.91 

2.90 

2.89 

2.89 

2,88 


2.89 

2.91 

2.93 

2.94 
2.97 
3.02 


3,05 

3,09 

3.13 

3.17 

3.20 

3,22 


3.23 

3.25 

3.27 

3.30 
3.32 

3.31 


Earnings 
Per  Share 
of 

Common  Stook 
(End  of  Period 


1.141 


14 
09 
10 
1.116 
1.118 
1.120 


1.135 

1.148 

1.139 

1.142 

1.145 

1,147 


1.009 

1.016 

1.026 

1.034 

1.042 

1.049 


1.020 

1.043 

1.065 

1.088 

1.112 

1.120 


1.130 

1.140 

1.151 

1.163 

1.173 

1.176 


JUly  31,  1951 
August  31,  1951 
September  30,  1951 
Ootober  31,  1951 

November  30,  1951 
Deoember  31,  1951 

Test  Period 


7  854 
7  894 
7  934 

7  979 

8  029 
8  081 


7  810 
7  850 
7  890 
7  935 

7  985 

8  037 


7  815  7  771 


5  034 
5  054 
5  073 
5  097 
5  129 
5  164 

5  016 


3.29 

3,28 

3,27 

3.26 

3.26 
3,26 

3.31 


1.181 

1.185 

1.190 

1.195 

1,002 

1,009 

1.18 
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Potomac  Eleotrio  Pwcer  Company 
SUPPORTING  SCHEDULES  TO  EXHIBITS  5  THROUGH  11 
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Formal  Case  No.  402 
Potomac  Electric  Power  Company 

CORPORATE  RESULTS  OF  OPERATION  UNDER  EXISTING  RATES 
( 12-Month  Period  ended  with  date  indicated) 


PEPCo  Exhibit  No.  12 
(Pgge  2  of  10) 


(Dollar  Amounts  in  Thousands) 

_  _ £D _ _ _ (z) _ , _ (5) _ , _ _ , _ (5) _ , _ (6)  _  (7) 


Line 

No. 

Description 

Dec.  31# 
1946 

Dec.  31# 
1947 

Jan.  31# 
1948 

Feb.  29# 
1948 

Mar.  31# 
1948 

Apr.  30# 
1948 

1 

m 

4 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1/ 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

OPERATING  REVENUES 

Revenue  from  Billing  Rates 

Less*  Amount  of  Refund  to  Customers 

Deposited  in  Separate  Cash  Account 

Total  Operating  Revenues 

OPERATING  REVENUE  INDUCTIONS 

Fuel  and  Interchange 

Labor  (other  than  fuel  handling) 

Other  Supplies  and  Expenses 

Total  Operating  Expenses 

Depreciation 

Taxes 

Total  Operating  Revenue  Deductions 

NET  OPERATING  INCOME 

Income  Adjustments  -  Sliding  Soale 

TOTAL  UTILITY  OPERATING  INCOME 

Dividends  and  Interest  from  Subsidiary 

Other  Inc  erne  and  Deductions#  Net 

GROSS  INCCBE 

Total  Interest  Charges 

Less:  Interest  Charged  to  Electric  Plant 

Net  Interest  Charges 

NET  INCOME 

Preferred  Dividend  Requirement 

BALANCE  APPLICABIE  TO  COMMON  STOCK  EQUITY 

$  25  429 
(1  068] 

4|  LI*1 

1  %.*JT  n*  a 

#  28  062 
(90) 
(673) 

$  28  348 

(673) 

0  28  615 

(584) 

$  28  829 | 
(495)| 

$  24  361 

$  26  890 

$  27  299 

$  27  675 

$  28  031 

$  28  334| 

$  6  326 
5  076 
2  288 

$  7  867 

5  707 
2  873 

$  8  031 

5  755 
2  882 

$  8  198 
5  806 
3  010 

i  : 

i 

$  8  396 1  $  8  600  ! 

5  886!  5  947! 

3  097 i  3  154 | 

$  13  690 

2  837 

3  276 

$  16  447 

2  943 

3  061 

t  16  668 

2  968 

3  130 

$  17  014 

2  994 

3  129 

$  17  379!  $  17  7011 

3  021!  3  050: 

3  100 |  3  090! 

t  19  803 

$  22  451 

$  22  766 

$  23  137 

$  23  500 1  $  23  841 ; 

$  4  558 

(s: 

$  4  439 

$  4  533 
98 

$  4  538 
195 

$  4  531 1  $  4  493 ! 

287 !  378  j 

$  4  550 

(17] 

$  4  439 

67 
(32] 

$  4  631 

68 
(34) 

$  4  733 
69 
(36] 

$  4  818 
72 
(29) 

$  4  871 ! 

75! 
(23) 

$  4  533 

$  4  474 

$  4  665 

$  4  766 

$  4  861 

$  4  923; 

0  1  306 

63 

$  1  444 

247 

$  1  470 
243 

$  1  524 
225 

$  1  577 

211 

$  1  618! 
196! 

$  1  243 

$  1  197 

$  1  227 

$  1  299 

$  1  366 

$  1  422 ! 

$  3  290 

395 

$  3  277 

.  3§f 

$  3  438 

424 

$  3  467 

425 

$  3  495 

426 

$  3  501 ! 

426; 

$  2  895 

$  2  920 

$  3  014 

$  3  042 

$  3  069 

$  3  075 | 

ase  Ho.  402  *» 


NG  RATES 
ated) 


PEPCo  Exhibit  No.  12 
(Ppge  2  of  1 0 ) 


Dec,  31, 

Jan,  31, 

Feb,  29, 

Mar,  31, 

1947 

1948 

1948 

1948 

(8) _ (9) 


June  30, 
1948 


(10) 


(u) 

(12) 

(13) 

(14) 

(15) 

Aug*  31, 

Sept*  30, 

Oct*  31, 

Nov*  30, 

Dec*  31, 

1948 

1948 

1948 

1948 

1948 

$  28  062  ! 
(90) 
(673) 


24  361  $  26  890  $  27  299  j 


0  28  348 


$  28  615i  $  28  829 


24 

361 

6 

326 

5 

076 

2 

288 

13 

690 

2 

837 

3 

276 

19 

00 

8 

5  707 
2  873 


16  447 

2  943 

3  061 


22  451 


$  4  439 


5  755 
2  882 


16  668 

2  968 

3  130 


22  766 


$  27  675 


$  8  198 

5  806 
3  010 


$  17  014 

2  994 

3  129 


23  137 


(673)  (584) 


675  I  $  28  031 1 


$29  036 


$  29  210 


$  8  396 
5  886 
3  097 


$  17  379 
3  021 
3  100 


$  23  500 


(495) 


$  28  334! 


i 

$  8  600 1 
5  947! 
3  154  | 


$  17  7011 
3  050  ! 
3  090! 


23  841 


$  29  498 


30  051 


30  492  j  $  30  917  j  $  31  335 


(405)  (308)  (205)  (105) 


$  31  755, 


$28  631!  $  28  9021  $  29  293 


$  8  775 
5  989 
3  186 


$17  950 
3  078 
3  098 


$  9  028 

6  038 
3  244 


$  18  310 
3  107 
3  046 


$  9  304 

6  064 
3  260 


$  18  628 
3  135 
3  098 


$  29  946 


$  9  502 
6  131 
3  286 


$  18  921 
3  165 
3  230 


30  917 

$ 

31  835 

$  4  631! 
68 ! 
(34) 


4  55 

(1 


4  533  $  4  474  $  4  665 


1  306  $  1  444 
63  247 


1  243  $  1  197 


3  290 
395 


2  895 


$  4  733 | 
69! 
(36) 


$  4  766! 


$  4  818! 
721 
(29) 


$  4  861 1 


4  871 1 
75! 
(23) 


$  4  923 


$  4  971! 
79! 
(17) 


$  4  994 ! 
i  85! 
(13) 


5  083! 
92! 
(9) 


$  5  282! 

101  j 
(6) 


3 


19  ISO 
3  195 
3  357 


25  682 


4  810 
652 


5  462! 
112! 
(3) 


9  740 !  $  9  909  j  $  10  115 
6  213 j  6  2411  6  280 
3  340  !  3  364!  3  442 


26  290:  $  26  818 


$  5  033 !  $  5  066  j  $  5  166 


$  5  377 1  $  5  571 


5  589 
154 


$  5  74 


$ 

3  438  ! 

$ 

3  467 

$ 

3  495 |  $ 

3 

501 

424! 

425 

426  | 

426 

$ 

3  014! 

$ 

3  042 

$ 

j 

3  069!  $ 

3 

075 

$  3  549j  $  3  692 

3964  363 


3  820 
405 


$  1  819 1  $  1  889 


$  3  910!  $  3  947 
405!  405 


$  3  80 

40! 


I 


797 


Formal  Case  No.  402  -  PEPCo  Exhibit  No.  12 

(Page  3  j OP) 


Potomac  Electric  Power  Company 

CORPORATE  RESULTS  OF  OPERATION  UNDER  EXISTING  RATES 
(12-Month  Period  ended  with  date  indicated) 


§s§ 


(Dollar  Amounts  in  Thousands) 


(5) 


(6) 


iH 


ill 


Line 

.  .  .  -  -  . -  /  — . 

• 

Jan.  31, 

Feb.  28, 

Mar.  31, 

Apr.  30, 

_ \  i  .  ■ 

May  31, 

June  30, 

July  31, 

Aug.  31, 

Sept •  30 , 

-  .  _ 

Oct 

- 

.  31, 

. .  .  t  .  t - 

Nov.  30, 

- S _ _ 

Dec.  31, 

No. 

Description 

1949 

1949 

1949 

1949 

1949 

1949 

1949 

1949 

1949 

1! 

949 

1949 

1949 

1 

2 

5 

4 


12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 


5 

Fuel  and  Interchange 

$  10  294: 

$  10  401 ! 

$  10  527 

$  10  593 

$10  639 

$  10  665; 

$  10  681 

$  10  712 !  $ 

10  656  $  1< 

)  685! 

$  10  766 

$  10  802 

6 

Labor  (other  than  fuel  handling) 

6  314  : 

6  318! 

6  346 

6  356 

6  383 

6  394; 

6  394  ; 

6  404! 

6  419 |  < 

>  434! 

6  439 

6  469 

Other  Supplies  and  Expenses 

3  494; 

3  441  | 

3  465 

3  499 

3  507 

3  529; 

3  543: 

3  592: 

3  635  ; 

5  696  j 

3  727 

3  754 

Total  Operating  Expenses 

$  20  102 ; 

$  20  160  ! 

$  20  338 

$  20  448 

$20  529 

$  20  588 ! 

$  20  618  : 

$  20  708;  $ 

20  710  $  2< 

)  815! 

$  20  932 

$  21  025 

Depreciation 

3  303 

3  319! 

3  333 

3  347 

3  361 

3  374! 

3  388! 

3  401 : 

3  415  ! 

3  428  j 

3  440 

3  452 

10 

Taxes 

3  747| 

3  8  96  j 

4  003 

4  133 

4  263 

4  413! 

4  601  j 

4  669 

4  711  }  - 

l  686  | 

4  708 

4  738 

11 

Total  Operating  Revenue  Deductions 

$  27  152  | 

$  27  375  j 

$  27  674 

$  27  928 

$28  153 

$  28  375: 

$  28  607 

$  28  778'  $ 

28  836  I  $  2 1 

3  929! 

$  29  080 

$  29  215 

OPERATING  REVENUES 

Revenue  from  Billing  Rates 

Less:  Amount  of  Refund  to  Customers 

Deposited  in  Separate  Cash  Acoourrt 
Total  Operating  Revenues 

OPERATING  REVENUE  DEDUCTIONS 


NET  OPERATING  INCOME 

Income  Adjustments  -  Sliding  Scale 

TOTAL  UTILITY  OPERATING  INCOME 

Dividends  and  Interest  from  Subsidiary 
Other  Income  and  Deductions,  Net 

GROSS  INCOME 

Total  Interest  Charges 

Less:  Interest  Charged  to  Electric  Plant 

Net  Interest  Charges 

NET  INCOME 

Preferred  Dividend  Requirement 
BALANCE  APPLICABLE  TO  COMMON  STOCK  EQUITY 


$32  157 


$  32  157 


$  5  005 

553 


0  5  558 

174 
6 


$  5  738 


$  1  975 


$  32  569 


$  32  569 


$  5  194 

458 


$  5  652 

197 
4 


$  5  853 


$  1  980 


$  1  975  $  1  980 


$  3  763  $  3  873 

405  405 


$  3  358  :  $  3  468 


$  32  985 


$  32  985 


$  33  395;  $33  7941  0  34  207 j  $  34  673 


0  33  395  ;  $33  794 


$  34  207 


$  34  673 


$  5  311 

364 


$  5  675 

225 
(5) 


$  5  467  j  $  5  641 

274 :  186 


$  5  832 

97 


$  5  741  I  $  5  827 

256 i  290 
2!  (5) 


$  5  929 

324 

(6) 


$  6  066 


$  6  066 
361 
(7) 


$  34  901 1  $  34  999 


$  34  901  $  34  999 


$  35  003 


$  35  099  I  $  35  166 


$  35  003 


$  6  123 


$  6  163  j  $  k  074 


$  6  123!  $ 

402: 

(10) 


6  163  $ 
444  j 
(6) 


074 

488 

(8) 


0  35  099  ;  $  35  166 


$  6  019  j  $  5  951 

- ;  (i37) 


$  6  019  i  $  5  814 

534  !  518 

(10)  (12) 


5  895  j  0  5  999  j  $  6  112 


$  1  989:  $  2  004|  $  2  029 


$  1  9891  $  2  004 |  $  2  029 


$  3  906  !  $  3  995  1  $  4  083 

405 1  405 1  405 


$  3  501  |  $  3  590  j  $  3  678 


$  6  247 


$  2  057 


$  2  057 


$  4  190 

405 


$  3  785 


$  6  420 j  $  6  515 


$  2  082  j  $  2  106 


$  2  082  |  $  2  106 


$  4  338  j  y  4  409 
405 !  405 


$  3  933  j  $  4  004 


$  6  601  |  $  6  554 1  $  6  543  j  $  6  320 


$  2  130  j  $ 


$  2  130  :  $  $  154  :  $  2  178  |  $  2  202 


$  4  471  !  $ 

405  ! 


4  066 


154  |  $  2  178  j  $  2  202 


400  !  $  4  365 

405  !  405 


$  3  995  !  $  3  960 


$  4  118 

405 


$ 


3  713 


t 
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Potomac  Eleotric  Power  Company 

CORPORATE  RESULTS  OF  OPERATION  UNDER  EXISTING  RATES 
( 12-Month  Period  ended  with  date  indicated) 


(Dollar  Amounts  in  Thousands) 


(1)  (2)  (3)  (4)  (5)  (6)  (7)  (8)  (9)  (10)  (11) 

(12)  (13) 

Line 

No* 

Description 

«Jcna  31* 
1950 

Feb.  c8y 
1950' 

Mar •  31 , 
1950 

Apr*  30, 

!  1950 

May  31, 
1950 

June  30, 
1950 

July  31* 
1950 

Aug*  31* 
1950 

Sept*  30, 
1950 

Oct •  31 , 
1950 

Nov*  30, 
1950 

Deo*  31, 
1950 

1 

2 

3 

4 

I 

7 

8 

9 

10 

II 

12 

15 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

OPERATING  REVENUES 

Revenue  from  Billing  Rates 

Less i  Amount  of  Refund  to  Customers 

Deposited  in  Separate  Cash  Account 

Total  Operating  Revenues 

OPERATING  REVENUE  DEDUCTIONS 

Fuel  and  Interchange 

Labor  (other  than  fuel  handling) 

Other  Supplies  and  Expenses 

Total  Operating  Expenses 

Depreciation 

Taxes 

Total  Operating;  Revenue  Deductions 

NET  OPERATING  INCOME 

Inc  cane  Adjustments  -  Sliding  Scale 

TOTAL  UTILITY  OPERATING  INCOME 

Dividends  and  Interest  from  Subsidiary- 
Other  Income  and  Deductions*  Bet 

GROSS  INCOME 

Total  Interest  Charges 

Less  a  Interest  Charged  to  Electric  Plant 

Net  Interest  Charges 

NET  INCOME 

Preferred  Dividend  Requirement 

BALANCE  APPLICABLE  TO  COMMON  STOCK  EQUITY 

$  35  337 

$  35  424 

$  35  659 

$  35  859 

$36  053 

$  36  245 

$  36  395 

i 

mm 

$  36  453 

| 

$  56  535 

| 

$  36  720 

!  $  36  930 

| 

$  37  148 

$  35  337 

$  35  424 

$  35  659 

$  35  859 

$  36  245 

$  36  395 

$  36  453 

$  36  533 

$  36  720 

!  $  36  930 

$  37  148 

$  10  748 
6  506 
3  783 

$  10  749 
6  545 
3  804 

$  10  749 

6  576 

3  831 

$  10  707 

6  600 
3  843 

$10  700 
6  659 
3  912 

$  10  701 

6  725 

3  932 

$  10  639 
6  829 
3  967 

l 

!  $  10  553 
6  904 
3  978 

$  10  521 
6  990 
4  004 

$  10  436 
7  048 
3  985 

$  10  131 
7  176 
3  989 

#  21  037 

3  494 

4  786 

$  21  0S3 

3  538 

4  777 

0  21  156 

3  583 

4  827 

$  21  150 
i  5  628 

4  881 

$21  271 

3  676 

4  901 

$  21  358 

3  724 

4  933 

$  21  435 

3  793 

4  936 

$  21  435 

3  863 

4  934 

$  21  515 

3  934 

4  915 

i  $  21  382 

4  080 

5  052 

$  21  296 

4  156 

5  112 

$  29  317 

$  29  413 

$  29  566 

$  29  659 

$29  848 

$  30  015 

$  30  164 

$  30  238 

$  SO  364 

$  30  454 

i  $  30  514  j  $  SO  564 

$  6  020 
(136) 

$  6  011 
(13S) 

$  6  093 
(136) 

$  6  200 
(136) 

$  6  205 
(136) 

$  6  230 
(156) 

f  6  231 
(136) 

$  6  221 
(136) 

$  6  169 

(136) 

$  6  266 
(136 

t  6  416  i  $  6  584 
(156) 

$  5  884 

497 
(13) 

$  5  875 

472 
(2) 

$  5  957 

441 
1 

$  6  064 

407 
i  (24) 

$  6  069 
369 
(22) 

$  6  094 
328 
(23) 

$  6  095 
284 
(27) 

$  6  085 

234 
(29) 

$  6  033 

181 
(36) 

$  6  130 

125 
(38, 

1  $  6  280  $  6  584 

63  i  m 

i  (37)1  (38 

$  6  368 

$  6  345  j  $  6  399 

§  6  447 

$  6  416 

$  6  399 

$  6  352 

$  6  290 

$  6  178 

$  6  217 

j  $  6  306 

$  6  546 

$  2  227 

$  2  256 

$  2  279 

$  2  297  |  $  2  307 

$  2  507 

$  2  313 

$  2  318 
** 

$  2  323 

$  2  329 

m 

I 

$  2  534 

$  2  339 

$  2  297  ;  $  2  307 

$  2  307 

$  2  313 

$  2  318 

$  2  325 

%  2  329 

j  $  2  334 

$  2  339 

$  4  141 
405 

j 

$  4  0891  $  4  120 
405  j  405 

$  4  150 

405 

$  4  109 
405 

$  4  092 
405 

$  4  039 

405 

$  3  972 

405 

] 

$  3  855 

405. 

$  5  888 
405 

i 

!  $  3  972 
405 

$  4  207 
405 

$  3  736 

i 

$  3  684 1  $  5  715 

*  3  745 

$  3  704 

$  3  687 

$  3  634 

$  3  567 

$  3  450! 

1  ■  ■  . "V 

$  3  483 

$  3  567 

$  3  602 
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Potomac  Electric  Power  Company 

CORPORATE  RESULTS  OF  OPERATION  UNDER  EXISTING  RATES 
(12-Month  Period  ended  with  date  indicated) 


(Dollar  Amounts  in  Thousands) 


(1) 

(2) 

(3) 

(4) 

Line 

Ho* 

Description 

Jan*  31, 
1951 

Feb.  28, 
1951 

Mar*  31, 
1951 

1 

OPERATING  REVENUES 

Revenue  from  Billing  Rates 

$  37  340 

$  37  537 

$  37  566 

2 

Less:  Amount  of  Refund  to  Customers 

- 

- 

- 

3 

Deposited  in  Separate  Cash  Accounts 

- 

- 

- 

4 

Total  Operating  Revenues 

$  37  340 

0  37  537 

$  37  566 

5 

OPERATING  REVENUE  DEDUCTIONS 

Fuel  and  Interchange 

$  10  119 

$  10  043 

$  9  968 

6 

Labor  (other  them  fuel  handling) 

7  253 

7  33S 

7  353 

7 

Other  Supplies  find  Expenses 

4  064 

4  168 

4  211 

8 

Total  Operating  Expenses 

$  21  436 

$  21  546 

$  21  532 

9 

Depreciation 

4  202 

4  246 

4  290 

10 

Taxes 

5  128 

5  156 

5  169 

11 

Total  Operating  Revenue  Deductions 

$  30  766 

$  30  948 

$  30  991 

12 

NET  OPERATING  INCOME 

$  6  574 

$  6  589 

$  6  575 

13 

Income  Adjustments  -  Sliding  Scale 

- 

- 

- 

14 

TOTAL  UTILITY  OPERATING  INCOlffi 

$  6  574 

$  6  589 

$  6  575 

15 

Dividends  and  Interest  from  Subsidiary 

- 

- 

- 

16 

Other  Income  and  Deductions,  Net 

(37)  (45)  (48 

17 

GROSS  INCOME 

$  6  537 

$  6  544 

$  6  527 

18 

Total  Interest  Charges 

$  2  340 

$  2  336 

19 

Less:  '  Interest  Charged  to  Electric  Plant 

- 

20 

Net  Interest  Charges 

$  2  343 

$  2  340 

$  2  336 

21 

NET  INCOME 

$  4  194 

$  4  204 

$  4  191 

22 

Preferred  Dividend  Requirement 

405 

405 

405 

23 

BALANCE  APPLICABLE  TO  COMMON  STOCK  EQUITY 

$  3  789 

$  3  799 

$  3  786 

Apr *  30  , 
1951 


(7)  (8)  (9)  (10)  (11)  (12)  (13) 


June  30,  July  31*  Aug*  31,  Sept*  30,  Oct*  31,  Nov*  30,  Dec*  31, 
1951  1951  1951  1951  1951  1951  1951 


1951 


$  37  627 


$  9  982 

7  394 
4  249 


$  21  625 

4  334 

5  155 


$  31  114 


£  6  513 


0  6  513 


$37  721 


0  9  980 
7  398 
4  263 


$21  641 

4  374 

5  172 


31  187 


$  38  711 


$  37  855  |  $  38  077  I  $  38  388  j  $  38  711 


$  9  972 

7  415 
4  284 


$  21  671 

4  416 

5  190 


31  277 


$  6  534;  $  6  578 


;)  6  534:  $  6  578 


(38) 


(39) 


$  10  027:  $  10  125 


7  493  i 
4  315  j 


7  560 
4  331 


$  21  835 1  $  22  016 


4  436: 

5  199! 


$  6  607 


6  607 


(44) 


4  456 
•5  237 


31  709 


$  6  679 


$  6  679 


(44) 


$  10  270 

7  610 
4  368 


22  248 

4  475 

5  259 


31  982 


$  6  729 


6  729 


(44) 


$  38  956!  $  39  151!  $  39  347 

Pi  :|  : 


$  38  956 j  $  39  151 


$  10  39|3 
7  62g 


0  22  421 

4  491 

5  27j4 


$  32  18i 


$  10  484 
7  647 
4  476 


$  22  607 

4  508 

5  265 


32  380 


$  10  555 
7  695 
4  539 


$  22  789 

4  526 

5  257 


32  572 


$  6  77p  |  $  6  771 j  $  6  775 

r  I  “i 


(44) 


$  6  770  |  $  6  771 1 

r  i  “  ^ 

(44)  (44) 


$  6  775 
(44) 


0  6  563  j  $  6  635 i  $  6  685  j  $  6  726  I  $  6  727  j  $  6  731 


$  2  334  $  2  329j  $  2  350  j  $  2  371  j  $  2  391!  $  2  412 j  £  2  433  j  $  2  450  j  $  2  468 


$  4  263 
405 


$  3  872 j  $  3  858 
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Potomac  Electric  Power  Company 


ANTICIPATED  RESULTS  OF  OPERATION  GIVING  EFFECT  TO  PROPOSED  RATES 
(12-Month  Period  ended  with  date  indicated) 


(Dollar  Amounts  in  Thousands) 


Line 

Ni 


Description 


OPERATING  REVENUES 


OPERATING  REVENUE  DEDUCTIONS 
Fuel  and  Interchange 
Labor  (other  than  fuel  handling) 
Other  Supplies  and  Expenses 
Total  Operating  Expenses 
Depreciation 
Taxes 

Total  Operating  Revenue  Deductions 


NET  OPERATING  REVENUE 

Income  Adjustments  -  Sliding  Scale 


TOTAL  UTILITY  OPERATING  INCOME 
Dividends  and  Interest  from  Subsidiary 
Other  Income  and  Deductions  (Net) 


GROSS  INCOME 
Tctal  Interest  Charges 
NET  INCOME 

Preferred  Dividend  Requirement 
BALANCE  APPLICABLE  TO  COMMON  STOCK  EQUITY 


fell 


6)  (7 


Oct,  31,  Nov,  30,  Dec.  31,  Jan.  31,  Feb.  28,  Mar.  31, 
1950  1950  1950  1951  1951  1951 


$  37  003 i  $  37  508  i  $  38  028  $  38  528 


$  10-438 
7  048 
3  985 


$  21  471 

4  007 

5  090 


$  10  262 
7  111 
4  009 


7  176 
3  989 


$  30  568 

$  30  747 

$  30  919 

8  6  435 

8  6  761 

$  7  109 

(136) 

(136) 

- 

$  6  299 

$  6  625 

$  7  109 

125 

64 

— 

(38) 

(38) 

(38] 

0  6  386 

£  6  651 

0  7  071 

2  329 

2  334 

2  339 

$  38  528 

$  39  037 

$  39  366 

$ 

$  10  119 

7  253 
4  064 

$  10  043 

7  335 

4  168 

$  9  968 

7  353 
4  211 

$ 

$  21  436 

4  202 

5  609 

$  21  546 

4  246 

5  765 

$  21  532 

4  290 

5  901 

$ 

$  31  247 

$  31  557 

$  31  723 

$ 

0  7  281 

$  7  480 

0  7  643 

0 

$  4  057  !  0  4  317 


Q  3  652 


0 

4  900  1  0 

5  095 

0 

5 

259 

A 

V 

405  ! 

405 

405 

$ 

4  690 

$ 

4 

854 

0 
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’  TO  PROPOSED  RATES 
idicated) 


_ 

i3) 

(4) _ 

15) _ 

16) _ 

ID _ 

H) _ 

(9) 

(10) 

(ID 

(12) 

(13) _ 

(14) 

(15) 

( 

}.6) 

Nov.  30, 
1950 

Dec.  31, 
1950 

Jan.  31, 
1951 

Feb.  28, 
1951 

liar.  31, 
1951 

Apr .  30 , 
1951 

May  31, 
1951 

June  30, 
1951 

Aug.  31, 
1951 

Sept*  30, 

..  1951 

Oct.  31, 
1951 

Dec 

1 

.  31, 
951 

L _ _  .  _ 

I  ;  $  37  508 

$  38  028 

$  38 

528 

$  39  037 

$  39 

366 

$  39 

715 

$40  097 

$  40  524 

* 

41 

067 

$ 

41 

703 

$ 

42 

348 

$ 

42 

624 

$ 

42 

848 

$  4 

3  070 

1  $ 

10 

262 

$ 

10 

131 

$  10  119 

$  10  043 

$ 

9 

968 

$ 

9 

982 

$  9  980 

$ 

9 

972 

$  10  027 

$  10  125 

$ 

10 

270 

$  10  393 

$  10  484 

$ 

xl 

555 

7 

111 

7 

176 

7 

253 

7 

335 

7 

353 

7 

394 

7  398 

7 

415 

7 

493 

7 

560 

7 

610 

7 

623 

7 

647 

|7 

695 

4 

009 

3 

989 

4 

064 

4 

168 

4 

211 

4 

249 

4  263 

4 

284 

; 

4 

315 

4 

331 

4 

368 

4 

405 

4 

476 

£ 

539 

1*  $  21 

382 

$  21 

296 

$  21  436 

$  21 

546 

$  21 

532 

$  21 

625 

$21  641 

$  21  671 

$  21 

835 

$  22  016 

22 

248 

$  22  421 

$  22 

607 

$ 

22 

789 

! 

4 

080 

4 

155 

4 

202 

4 

246 

4 

290 

4 

333 

4  374 

4 

416 

4 

436 

4 

456 

4 

474 

4 

491 

4 

508 

4 

526 

[ 

5 

285 

5 

468 

5 

609 

5 

765 

5 

901 

6 

006 

6  141 

6 

279 

6 

424 

6 

599 

6 

757 

6 

790 

6 

799 

6 

810 

o 

to 

<x> 

747 

$  30 

919 

$  31 

247 

$  31 

557 

$  31 

723 

$  31 

964 

$32  156 

$  32  366 

$  32  695 

$  33  071 

$ 

33  479 

$  33  702 

$ 

33 

914 

$  3 

area 

[  $ 

6 

761 

0 

7 

109 

7 

281 

0 

7 

480 

7 

643 

7 

751 

$  7  941 

$ 

8 

158 

0 

8 

372 

$ 

8 

632 

$ 

8 

869 

V 

8 

922 

0 

8 

934 

$ 

r 

8 

945 

r 

(136) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

!  0 

6 

625 

0 

7 

109 

$ 

7 

281 

0 

7 

480 

$ 

7 

643 

0 

7 

751 

$  7  941 

§ 

8 

158 

$ 

8 

372 

0 

8 

632 

$ 

8 

869 

$ 

8 

922 

$ 

8 

934 

0 

8 

945 

1 

64 

(38) 

(38: 

(37) 

(45) 

(48) 

(39) 

(39) 

(44) 

(44) 

(44) 

(44) 

(44) 

(441 

(44) 

6 

651 

0 

7 

071 

$ 

7 

244 

0 

7 

435 

0 

7 

595 

A 

S? 

7 

712 

$  7  902 

8 

114 

0 

8 

328 

0 

8 

588 

0 

8 

825 

$ 

8 

878 

* 

8 

890 

0 

8 

901 

I 

2 

334 

2 

339 

2 

344 

2 

340 

2 

336 

2 

333 

2  329 

2 

349 

2 

370 

2 

391 

2 

412 

2 

433 

2 

451 

2 

468 

I  A 

:  v 

4 

317 

0 

4 

732 

0 

4 

900 

0 

5 

095 

0 

5 

259 

A 

V 

5 

379 

$  5  573 

0 

5 

765 

5 

958 

0 

6 

197 

A 

V 

6 

413 

A 

V 

6 

445 

0 

6 

439 

A 

V 

6 

433 

j 

405 

405 

405 

405 

405 

405 

405 

405 

405 

405 

405 

405 

405 

__L 

405 

$ 

3 

912 

0 

4 

327 

C> 

4  495 

4 

690 

0 

4 

854 

A 

V 

4 

974 

$  5  168 

A 

V 

5 

360 

V 

5 

553 

5 

792 

6 

008 

0 

6 

040 

0 

6 

034 

0 

6 

028 

801 


PEPCo  Exhibit  No.  12  (cont.) 

Formal  Case  No.  402 

POTOMAC  ELECTRIC  POWER  COMPANY 

Statement  of  Adjustments  Made  to  Recokded  Results  of 

Operations 

In  order  to  more  accurately  reflect  the  trend  of  the  Com¬ 
pany’s  earnings,  it  was  necessary  that  certain  adjustments 
be  made  to  the  results  of  operations  recorded  in  the  books 
of  the  Company.  Such  adjustments  which  were  made  are 
described  in  the  paragraphs  that  follow: 

(1)  The  results  of  operations  for  the  12-month  periods 
ended  December  31,  1946  and  1947  and  for  each  of  the  12- 
month  periods  that  include  portions  of  the  year  1947  results 
have  been  restated  to  reflect  for  such  periods  the  adjust¬ 
ments  recorded  in  1947  pursuant  to  orders  of  the  Public 
Utilities  Commission  of  the  District  of  Columbia. 

(2)  The  results  of  operations  for  the  12-month  period 
ended  December  31,  1948  and  for  each  of  the  12-month 
periods  that  include  portions  of  the  1948  results  have  been 
restated  to  reflect  an  assigned  portion  of  the  transfer  to 
income  from  the  deferred  credit  account,  made  in  Decem¬ 
ber  1948,  which  was  treated  as  applicable  to  the  first  seven 
months  of  1948  with  the  approval  of  the  Public  Utilities 
Commission  of  the  District  of  Columbia.  The  results  of 
operations  for  the  12-month  period  ended  December  31, 
1949,  reflect  the  transfer  from  income  to  the  deferred  credit 
account  in  December  1949  pursuant  to  order  of  the  Public 
Utilities  Commission  of  the  District  of  Columbia  and  the 
results  of  operations  for  each  of  the  12-month  periods  that 
include  December  1949  reflect  such  transfer. 

(3)  The  results  of  operations  for  the  12-month  period 
ended  December  31,  1949  and  for  each  of  the  12-month 
periods  that  include  portions  of  the  1949  results  have  been 
adjusted  to  eliminate  the  credits  aggregating  $175,403,  re¬ 
corded  during  1949  for  refunds  and  excess  provisions  for 


802 


income  taxes  relating  to  prior  years.  These  credits  were 
recorded  as  follows : 


March  1949  _  $  88,220 

September  1949  _  64,906 

December  1949  _  22,277 


Total _  $175,403 


(4)  The  results  of  operations  for  the  12-month  periods 
ended  May  31,  1950  and  June  30,  1950  and  for  each  of  the 
12-month  periods  that  include  the  results  of  May  and/or 
June  1950  have  been  adjusted  to  eliminate  the  savings  in 
income  taxes  arising  from  the  deductibility  of  expense  inci¬ 
dent  to  the  redemption  of  long-term  debt  in  1950  and  the 
duplicate  interest  relating  to  such  debt. 

(5)  The  results  of  operations  for  the  12-month  period 
that  include  any  of  the  results  for  the  first  six  months  of 
1950  have  been  restated  to  reflect  the  reduction  in  depre¬ 
ciation  which  became  effective  January  1,  1950,  but  was 
not  recorded  until  July  1950. 

POTOMAC  ELECTRIC  POWER  COMPANY 

Methods  Used  in  Developing  Forecasted  Results  of 

Operations 

The  following  is  a  brief  description  of  the  methods  used 
in  developing  the  various  components  necessary  to  forecast 
the  results  of  operations. 

Revenue  from  Sale  of  Current 

In  general,  forecast  of  kilowatt-hour  sales  and  revenue 
is  the  result  of  the  composite  judgment  of  the  staffs  of  the 
Rate,  Commercial,  and  System  Planning  Departments,  with 
the  Rate  Department  acting  as  coordinator.  Kilowatt-hour 
sales  are  estimated  and  agreed  upon  by  the  three  depart¬ 
ments  following  which  unit  prices  are  estimated  and 
applied. 

Estimates  of  the  number  of  customers  are  first  made  for 
the  residential  and  small  commercial  classifications  since 
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there  are  a  large  number  of  these  customers  each  with  com¬ 
paratively  low  kilowatt-hour  consumption.  Average  kilo¬ 
watt-hour  consumption  per  customer  is  next  estimated. 
The  product  of  these  two  items  determines  the  estimated 
kilowatt-hour  sales. 

Kilowatt-hour  sales  to  large  commercial,  high  voltage 
and  other  classes  of  business  of  which  there  are  less  in 
number  and  which  have  higher  consumption  per  customer 
are  usually  estimated  by  adding  anticipated  new  load  to 
present  sales  as  adjusted  for  normal  growth  of  existing 
customers.  These  new  loads  are  forecast  by  individual 
customers  or  groups  of  customers  depending  upon  their 
size  by  the  Company’s  commercial  engineers  who  are  in 
constant  contact  with  all  large  customers. 

The  estimates  of  sales  thus  arrived  at  are  carefully  com¬ 
pared  with  trends  of  past  performance  projected  into  the 
future,  and  are  modified  or  adjusted  to  produce  the  pattern 
which  past  experience  indicates  will  probably  develop. 

Unit  prices  for  the  residential  and  small  commercial 
classifications  are  estimated  by  adjusting  current  average 
bills  to  conform  with  the  estimated  future  average  monthly 
kilowatt-hour  consumption,  with  the  pricing  of  the  addi¬ 
tional  kilowatt-hours  at  the  lower  block  rates. 

The  large  commercial,  high  voltage  and  similar  classes 
of  business  is  priced  by  use  of  historical  data  on  sales  vol¬ 
ume,  load  factors,  estimated  fuel  prices  as  applicable,  and 
rate  changes. 

As  in  the  case  of  kilowatt-hour  sales,  the  resulting  esti¬ 
mate  of  revenue  is  carefully  checked  against  trends  and 
adjusted  where  appropriate.  Past  experience  has  proven 
this  approach  to  estimating  future  revenues  to  be  very 
reliable. 

Miscellaneous  Electric  Revenues 

This  type  of  revenues  consists  principally  of  rent  from 
electric  property  and  customers’  forfeited  discounts  and 
penalties.  Estimates  of  rent  from  electric  property  is 
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based  on  existing  rentals  adjusted  for  anticipated  increases 
based  on  experience  of  prior  years.  Customers’  forfeited 
discounts  and  penalties  are  estimated  by  use  of  historical 
data  adapted  and  applied  to  the  estimates  sales. 

Fuel  and  Interchange 

The  following  method  was  used  to  estimate  fuel  and  in¬ 
terchange  costs  for  1950  and  1951.  Net  system  output  was 
determined  by  adding  the  percent  loss  experienced  in  1949 
by  classes  of  business  to  the  estimated  kilowatt-hour  sales 
by  classes  for  1950  and  1951,  as  obtained  from  the  Rate 
Department.  The  interchange  kilowatt-hours  were  deter¬ 
mined  by  consideration  of  the  capacities,  maintenance 
schedules,  and  predicted  loads  of  the  Baltimore  and  Wash¬ 
ington  systems.  River  flow,  which  has  considerable  effect 
on  interchange,  was  assumed  as  average. 

The  fuel  burned  was  calculated  by  applying  adjusted 

1949  coal  burning  rates  by  plants  to  the  generation  by 
plants  estimated  for  1950  and  1951.  Adjustments  were 
necessary  because  the  rates  vary  with  amount  of  generation 
and  the  B.  t.  u.  per  lb.  of  coal.  14,100  B.  t.  u.  per  lb.  was 
assumed  for  1950  and  1951. 

The  cost  per  ton  of  coal  was  determined  by  plants,  by 
averaging  each  month’s  incoming  coal  at  the  present  con¬ 
tract  purchase  price,  with  the  cost  of  coal  in  storage  as  it 
existed  at  the  beginning  of  the  month.  This  is  in  accord 
with  actual  accounting  practice.  The  current  average 
handling  costs  were  then  added  to  get  the  costs  delivered 
to  the  burners. 

The  interchange  cost  was  obtained  in  the  same  manner 
as  the  regular  monthly  billing.  The  coal  rates  are  lower 
than  those  used  for  total  generation  since  interchange  is 
billed  on  incremental  rates.  The  cost  of  boiler  maintenance 
was  added  to  the  fuel  cost  at  the  rate  appropriate  for  each 
plant.  The  appropriate  provision  for  cost  of  turbine 
maintenance  per  million  kilowatt-hours  operated  at  econ¬ 
omy  flow  was  then  added.  Since  the  net  interchange  for 

1950  and  1951  is  estimated  to  be  to  Baltimore,  this  results 


805 


in  a  credit  to  PEPCo.  The  final  net  credit  for  interchange 
was  obtained  by  adding  estimated  savings  and  subtracting 
the  required  firm  peak  charge  per  month. 

Labor  and  Other  Expenses 

The  estimates  of  labor  and  other  expenses  for  1950  were 
obtained  from  the  regular  annual  operating  budget.  This 
budget  estimate  is  the  result  of  studies  made  by  responsible 
persons  in  the  various  departments,  who  anticipate  the 
required  costs  to  adequately  and  efficiently  operate  such 
departments.  Under  this  budgeting  method  the  cost  is  esti¬ 
mated  at  the  source  by  personnel  familiar  with  the  func¬ 
tions  of  each  department,  and  is  based  upon  specific  esti¬ 
mates  for  the  various  types  of  activities  performed  by  the 
Department. 

The  operating  budgets  of  the  various  departments  are 
assembled  and  tested  for  reasonableness  by  accepted  meth¬ 
ods;  the  estimates  that  do  not  meet  such  tests  are  further 
investigated  in  detail  by  responsible  persons  on  the  Execu¬ 
tive  Staff. 

Estimates  for  periods  beyond  those  covered  by  annual 
operating  budget  are  forecasted  on  the  basis  of  experienced 
cost  trends.  The  method  employed  in  providing  such  esti¬ 
mates  is  the  result  of  continuous  review  and  study  of  his¬ 
torical  data.  After  studies  and  tests  of  the  various  meas¬ 
ures  of  performances  which  might  be  used  to  forecast  esti¬ 
mated  future  costs,  it  was  determined  that  for  this  type  of 
expense  the  cost  per  kilowatt-hour  sold  followed  a  con¬ 
sistent  trend.  Therefore,  a  formula  for  making  forecasts 
on  this  basis  was  developed  and  used,  and  when  tested  by 
application  of  other  measures  of  performance,  is  reason¬ 
able.  Such  a  formula  has  been  used  by  the  Company  for  a 
number  of  years  and  results  obtained  in  the  past,  using 
this  method  in  forecasting,  have  proven  to  be  quite  reliable. 

Taxes,  Other  Than  Income  Taxes 

District  of  Columbia  gross  receipts  tax  is  computed  at 
existing  rates  applied  to  estimated  sales  of  electric  energy 
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and  other  income  derived  from  sources  within  the  District 
of  Columbia.  Real  estate  taxes  for  District  of  Columbia 
were  computed  at  the  existing  rate  of  $2.00  per  $100.00  of 
estimated  assessed  property  value  located  within  the  Dis¬ 
trict  of  Columbia. 

Other  state,  county,  city  and  corporation  taxes  levied  by 
such  authorities  wer$  computed  at  existing  rates,  and  the 
estimates  developed  to  produce  a  taxable  base  that  is 
directly  comparable  with  that  used  by  such  authorities. 

Provision  for  Taxes  on  Income 

This  provision  was  computed  at  the  existing  rates  for 
the  District  of  Columbia  and  Federal  income  taxes  and  was 
based  upon  the  forecasted  net  taxable  income,  resulting 
from  estimated  items  of  income  and  deductions. 

Other  Income  and  Deductions 

The  income  items  included  here  consist  principally  of 
rent  of  other  physical  property  and  interest  on  temporary 
investments,  which  were  estimated  on  the  basis  of  existing 
items  adjusted  for  any  changes  that  could  be  anticipated  at 
the  time  the  forecast  was  prepared.  Deductions  included 
in  the  above  were  estimated  on  the  basis  of  prior  years, 
adjusted  for  anticipated  increases  or  decreases. 

Interest  Charges 

Interest  charges  were  estimated  on  the  outstanding  long 
term  debt  at  the  time  the  estimate  was  prepared,  with  ad¬ 
justments  for  any  additional  financing  contemplated  in  the 
forecasted  period.  The  small  amount  of  interest  that  ac¬ 
crues  to  the  customers  by  reason  of  deposits  for  electric 
service  was  based  upon  past  trends. 
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PEPCo  Exhibit  No.  15. 

Formal  Case  No.  402 
Revised  10/3/50 

Revised  Charges  foe  Electricity  Supplied  Under  Potomac 
Electric  Power  Company-Capital  Transit  Company 
Contract 

(To  Be  Effective  on  All  Meter  Readings  Made  on  and  After 

September  20, 1950) 

t 

For  600  Volt  Direct  Current  Service 

Rate  for  Monthly  Consumption 
Energy  Charge,  Kilowatt-hours  Con¬ 
sumed  _ _ _  .65c  per  Kwh 

Demand  Charge,  Kilowatts  of  Maxi¬ 
mum  Demand -  $1.75  per  Kw 

Conversion  Charges,  Kilowatts  of  Max¬ 
imum  Demand - $1.15  per  Kw 

The  energy,  demand  and  conversion  charges  in¬ 
cluded  in  this  schedule  are  independent  of  each  other, 
together  covering  the  cost  to  the  Customer  of  the  Serv¬ 
ice  which  the  Company  furnishes. 

Demands — The  billing  demand  is  the  sum  of  the  monthly 
sixty  minute  maximum  demands  recorded  at  each  point 
of  delivery  to  the  600  volt  railway  system. 

Adjustment  for  Changes  in  the  Cost  of  Fuel — The  energy 
charge  will  be  increased  or  decreased  .0015  cents  per 
kilowatt-hour  for  each  one-tenth  cent  increase  or  decrease 
above  or  below  32.3  cents  per  million  Btu  in  average  cost 
of  fuel  as  burned  in  the  Company’s  power  plants  and 
charged  to  its  Fuel  Expense  Account  No.  703.  The  aver¬ 
age  cost  of  fuel  will  be  based  upon  the  second  month 
preceding  that  of  the  billing  month. 
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For  Alternating  Current  Service 

All  service  required  by  Capital  Transit  Company  other 
than  600  volt  direct  current  service  will  be  furnished  by  the 
Company  at  the  rates  set  forth  in  its  commercial  rate  sched¬ 
ules  applicable  to  the  types  of  service  furnished. 


PEPCo  Exhibit  No.  16 

Formal  Case  No.  402 

POTOMAC  ELECTRIC  POWER  COMPANY 
WASHINGTON,  D.  C. 

Boundary  Between  Urban  and  Suburban  Rate  Zones 
(As  Shown  on  Plats  in  Survey  Department) 

The  boundary  line  between  the  Urban  and  Suburban  Rate 
Zones  starts  at  a  point  on  the  Potomac  River  near  Cabin 
John,  Maryland,  at  the  junction  of  Rock  Run  with  the  Po¬ 
tomac  River.  From  this  starting  point  it  follows  upstream 
along  Rock  Run  to  its  junction  with  an  un-named  stream; 
thence  along  un-named  stream  to  the  point  where  it  flows 
under  MacArthur  Blvd.  between  PEPCO  poles  #612882 
and  #612883  west  of  Cabin  John,  Maryland.  From  this 
point  the  boundary  line  extends  north  in  a  straight  line  to 
intersection  with  Persimmon  Tree  Road  between  PEPCO 
poles  #621841  and  #621842 ;  thence  in  a  northeasterly  di¬ 
rection  for  a  distance  of  approximately  2400  feet ;  thence  in 
an  easterly  direction  to  intersection  with  Seven  Locks  Road 
at  PEPCO  pole  #629483;  thence  easterly  to  Cabin  John 
Creek. 

From  the  above  point  the  boundary  line  follows  down¬ 
stream  along  Cabin  John  Creek  to  its  junction  with  Booze 
Creek  and  then  upstream  along  Booze  Creek  to  the  point 
where  it  flows  under  River  Road ;  thence  along  River  Road 
in  a  southeasterly  direction  to  Wilson  Lane.  From  this 
point  it  follows  along  Wilson  Lane  in  a  northeasterly  di¬ 
rection  to  intersection  with  Merrick  Rd.,  thence  northwest 
along  Merrick  Rd.  to  Dellwood  Rd.  continuing  in  a  straight 
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line  across  Bradley  Blvd.  at  PEPCO  pole  #610032  to  the 
east  boundary  of  Hillmead  Subdivision,  which  is  also  the 
west  boundary  of  Bradmoor.  The  line  then  continues  north 
on  this  boundary  to  Green  Tree  Rd.  (formerly  Cedar  Lane). 
The  line  then  crosses  Green  Tree  Rd.  to  the  east  boundary 
of  The  Baptist  Home,  which  also  forms  the  west  boundaries 
of  the  following  subdivisions:  Ayrlawn,  Alta  Vista  Ter¬ 
race,  Hendry  Estates  and  Wyngate.  From  the  northwest 
corner  of  Wyngate  the  line  continues  north  to  the  intersec¬ 
tion  of  Old  Georgetown  Rd.  and  Grosvenor  Lane;  thence 
east  along  Grosvenor  Lane  to  intersection  with  Rockville 
Pike ;  thence  across  Rockville  Pike  and  east  along  the  line 
of  Grosvenor  Lane  extended  to  Rock  Creek. 

From  this  point  the  boundary  line  extends  upstream 
along  Rock  Creek  to  a  point  where  the  south  boundary  line 
of  the  corporate  limits  of  Garrett  Park,  if  extended  south¬ 
easterly  would  intersect  Rock  Creek.  From  this  point  it 
follows  the  south,  west,  and  north  boundary  lines  of  the  cor¬ 
porate  limits  of  Garrett  Park  to  a  point  where  the  north 
boundary  line,  if  extended  in  a  southeasterly  direction, 
would  intersect  Rock  Creek. 

The  boundary  line  then  extends  along  Rock  Creek  up¬ 
stream,  to  Gaynor  Rd.  (Old  Randolph  Rd.) ;  thence  along 
Gaynor  Rd.  to  its  intersection  with  Viers  Mill  Road  at 
PEPCO  pole  #728852.  From  this  point  the  line  then  fol¬ 
lows  a  northeasterly  direction  to  Georgia  Ave.  (Old 
Brookeville  Pike)  at  PEPCO  pole  #75185.  The  line  then 
follows  southeast  along  Georgia  Ave.  to  the  south  property 
line  of  Edmund  I.  Kaufman,  as  shown  in  F.H.M.  Klinge’s 
1948  Atlas  of  Montgomery  County,  Volume  One,  Page  20. 
The  line  then  follows  the  said  south  property  line  east  to 
its  intersection  with  the  west  property  line  of  Max  Walton. 
It  then  follows  the  west  property  line  of  Max  Walton  south 
and  southeast  to  its  junction  with  the  Glenmont-Layhill  Rd. 
From  said  junction  the  line  follows  northeast  along  the 
Glenmont-Layhill  Rd.  to  a  point  opposite  the  north  prop¬ 
erty  line  of  David  S.  Moore  between  C.  &P.  Telephone 
Company  Poles  Nos.  17  &  18.  Thence  it  follows  the  north 
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property  line  of  David  S.  Moore  easterly  to  its  intersection 
with  the  Colesville-Glenmont  Rd.  The  line  then  follows 
the  Colesville-Glenmont  Rd.  east  to  the  point  where  North¬ 
west  Branch  flows  under  this  road.  Thence  it  follows 
Northwest  Branch  downstream  to  the  point  where  this 
stream  flows  under  University  Lane. 

From  this  point  the  boundary  line  follows  east  along 
University  Lane  to  the  point  ■where  it  intersects  the  bound¬ 
ary  line  of  the  corporate  limits  of  College  Park ;  thence  it 
follows  around  the  boundary  line  of  the  corporate  limits 
of  College  Park  to  its  intersection  with  Branchville  Road; 
thence  east  along  Branchville  Road  to  its  intersection  with 
the  Glenn  Dale  Road;  thence  east  along  the  Glenn  Dale 
Road  to  its  intersection  wdth  the  Edmonston  Road.  From 
this  point  it  follows  south  along  Edmonston  Road  to  its 
intersection  wflth  Good  Luck  Road ;  thence  east  along  Good 
Luck  Road  to  its  intersection  with  the  boundary  line  of 
the  territory  served  by  the  Potomac  Electric  Power  Com¬ 
pany  and  the  territory  served  by  the  Consolidated  Gas 
Electric  Light  and  Power  Company  of  Baltimore. 

The  boundary  line  of  the  Urban  Zone  becomes  coincident 
with  the  territorial  boundary  line  and  continues  in  a  gen¬ 
eral  southerly  direction  to  the  intersection  of  Sheriff  Road 
and  Palmer  Boulevard  at  Huntsville;  thence  in  a  south¬ 
westerly  direction  along  Palmer  Boulevard  to  a  point  op¬ 
posite  PEPCO  pole  #820324  at  its  intersection  with  70th 
Place;  thence  southeasterly  along  70th  Place  to  Hill  Road 
and  then  along  Hill  Road  to  its  intersection  with  Central 
Avenue  at  PEPCO  pole  #89408. 

From  this  point  the  boundary  line  follows  west  on  Cen¬ 
tral  Avenue  to  Old  Mill  Road;  thence  in  a  southeasterly 
direction  along  Old  Mill  Road  to  Concord  Place;  thence 
along  Concord  Place  in  a  southerly  direction  to  Walker 
Mill  Road.  From  this  point  it  follows  along  Walker  Mill 
Road  in  a  southwesterly  direction  to  its  intersection  with 
the  Indian  Head  Transmission  Line  Right-of-way  between 
PEPCO  poles  #823405  and  #823406;  thence  south  along 
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the  right-of-way  to  its  intersection  with  the  boundary  line 
of  the  corporate  limits  of  District  Heights. 

The  line  then  follows  around  the  boundary  line  of  the 
corporate  limits'  of  District  Heights  so  as  to  include  the 
town  of  District  Heights  in  the  Urban  Zone  until  it  again 
intersects  the  Indian  Head  Transmission  Line  Right-of- 
way;  thence  south  along  the  right-of-way  to  intersection 
with  Washington-Marlboro  Pike  between  PEPCO  poles 
#86449  and  #86450.  The  line  then  continues  along  the 
right-of-way  in  a  southwesterly  direction  to  intersection 
with  eastern  boundary  of  Kingswood  Subdivision;  thence 
in  a  southeasterly  direction  around  the  southern  boundary 
line  of  the  subdivision  to  intersection  with  Mayhew  Road 
between  PEPCO  poles  #812196  and  #812197.  The  line 
then  follows  Mayhew  Road  for  a  short  distance  to  intersec¬ 
tion  with  the  northern  boundary  line  of  the  Suitland  Park¬ 
way  Right-of-way ;  thence  in  a  southwesterly  direction  along 
the  northern  boundary  of  that  right-of-way  to  intersection 
with  Indian  Head  Transmission  Line  Right-of-way  and 
then  along  Indian  Head  Right-of-way  to  intersection  with 
Henson  Creek. 

From  this  point  the  boundary  line  extends  downstream 
along  Henson  Creek  to  its  intersection  with  Branch  Ave¬ 
nue  ;  thence  along  Branch  Avenue  in  a  northwesterly  direc¬ 
tion  to  intersection  with  St.  Barnabas  Road.  From  this 
point  it  extends  west  for  a  distance  of  approximately  5000 
feet  to  point  located  at  southwest  corner  of  PEPCO  Plat 
S2-E1-C ;  thence  northwest  to  the  intersection  of  Oxon  Run 
and  the  District  of  Columbia  boundary;  thence  southwest 
along  the  District  of  Columbia  boundary  to  the  Potomac 
River. 

July  28,  1950 

•  •  '  #  «  •  *  •  •  •  • 
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PEPCo  Exhibit  No.  18. 

Formal  Case  No.  402 


POTOMAC  ELECTRIC  POWER  COMPACT 

Annual  Power  Supply  Costs  and  Generation 


Thousands 

of 

Kilowatt- 
Hours 
System 
Year  Output 

1945  1,818,746 

1946  1,846,709 

1947  2,030,205 

1948  2,203,226 

1949  2,294,055 
1951  2,619,000 


Total  Power 
Supply  Costs 


Amount  ^/Kwh 

$12,578,202  .692 
13,055,539  .707 
14,896,573  .734 
18,248,812  .828 
20,885,792  .910 
24,441,000  .933 


Fuel  and 
Interchange 
Power 


Amount  tf/Kwh 

$  5,813,994  .320 
6,325,531  .343 
7,866,864  .38 8 
10,114,993  .459 
10,634,465  .463 
10,555,000  .403 


Other  Power 
Supply  Costs 


Amount  <*/Kwh 

$  6,764,208  .372 
6,730,008  .364 
7,029,709  .346 
8,133,819  .369 
10,251,327  .447 
13,886,000  .530 


PEPCo  Exhibit  No.  20. 

Formal  Case  No.  402 
Revised  10/2/50 


POTOMAC  ELECTRIC  POWER  COMPANY 

Estimated  Cost  of  Furnishing  600  Volt  Direct  Current 
Service  to  Capital  Transit  Company  in  1949 

Based  upon  application  of  proposed  high  voltage  rates  to 
20  points  of  delivery  in  substations 

Energy  Charge 

11,254,000  Kwh  @  .921* _  $104,000 


30,299,000  Kwh  @  .693* _  210,000 

76,623,000  Kwh  @  .668* _  505,000 


117,176,000  Kwh1 


$  819,000 


Demand  Charge 

22,800  Kw  (240  bills)  @ 

$140 _ $  34,000 

368,694  Kw  @  $1.10 _  406,000 


391,494  Kw2 _  440,000 


Total  Cost  at  13.2  and  6.6  Kv  in 
Substations  _  1,259,000 


Conversion  Charge 

Operating  Expenses _  $217,000 

Depreciation _  43,000 

Real  Estate  and  Personal  Prop¬ 
erty  Taxes _  7,000 

Payroll  and  Unemployment  Taxes  2,000 

Income  Taxes _  26,000 

Return _  64,000 


Subtotal  _  359,000 

Gross  Receipts  and  Electric  En¬ 
ergy  Taxes  _  19,000 


Total  Conversion  Cost _  378,000 

Total  Cost  at  600  Volts  d-c _  1,637,000 

Revenue  at  Present  Contract  Rate _  1,095,000 

Increase  -  $  542,000 

Notes 

1 105,458,000  Kwh 
.90  losses 


2  352,345  Kw 

- - - (30  minute) 

.90  losses 
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PEPCo  Exhibit  No.  21. 

Formal  Case  No.  402 

POTOMAC  ELECTRIC  POWER  COMPANY 

Allocation  of  $3,500,000  Increase  in  Revenue  for  Twelve 
Months  Ended  June  1951 

Forecast  at  Present  Rates  Revenue 

Kilowatt-hour 


Sales 

Revenue 

Increase  Percent 

Residential  _ 

463,186,000 

$10,963,000 

$  471,000 

4.3 

Commercial : 

Low  Voltage  . . . . 

933,428,000 

16,919,000 

948,000 

5.6 

High  Voltage  1 2 3  . . — . 

676,044,000 

6,510,000 

687,000 

10.6 

Total  Schedules  . 

2,072,658,000 

34,392,000 

2,106,000  s 

6.1 

Street  Lighting  - - 

1,187,000 

710,000 

59.8 

Railway: 

600  Volt  d-c  Service . 

889,000 

618,000 

69.5 

Commercial  a-c  Service . 

46,000 

43,000 

93.5 

Southern  Maryland  Elec. 

Coop.,  Inc - - 

366,000 

23,000 

6.3 

Total  . .  . . _ . 

$36,880,000 

$3,500,000 

9.5 

Notes 

1  Includes  Pentagon  Building  and  Naval  Powder  Factory. 

2  Based  upon  application  of  Proposed  Commercial  Rates. 

3  Allocated  in  proportion  to  kilowatt-hours. 
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PEPCo  Exhibit  No.  30. 

Formal  Case  No.  402 
Revised  10/3/50 

POTOMAC  ELECTRIC  POWER  COMPANY 

Summary  of  Revenue  Increases  Produced  by  Application 
of  Proposed  Rates  to  Forecasted  Sales  for  Twelve 
Months  Ended  June  1951 


Forecast  for  Twelve  Application  of  Proposed  Bates 
Months  Ended  June 
1951 


Besidential  - 

Commercial : 

Low  Voltage  . 

High  Voltage  *  ... 

Kilowatt- 

Hour 

Sales 

463,186,000 

933,428,000 

676,044,000 

Bevenue 
At  Present 
Bates 

$10,963,000 

16,919,000 

6,510,000 

Bevenue 

$11,433,000 

17,864,000 

7,197,000 

Increase 

Amount  Percent 
$  470,000  4.3 

945,000  5.6 

687,000  10.6 

ules - 

2,072,658,000 

34,392,000 

36,494,000 

2,102,000 

6.1 

Street  Lighting  — 

1,187,000 

1,884,000 

697,000 

58.7 

Bailway: 

600  Volt  d-c 
Service  - 

889,000 

1,403,000 

514,000 

57.8 

Commercial  a-c 
Service  . 

46,000 

89,000 

43,000 

93.5 

Southern  Maryland 
Electric  Coopera¬ 
tive,  Inc. - 

366,000 

389,000 

23,000 

6.3 

Total  _ 

$36,880,000 

$40,259,000 

$3,379,000 

9.2 

Notes 

l  Includes  Pentagon  Building  and  Naval  Powder  Factory. 

#*##**•* 

* 

• 

> 
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PEPCo  Exhibit  No.  31 

ESTIMATED  COST  OF  SERVICE  SIX  MONTHS 

ENDED  JUNE  1950 

PEPCo.  Exhibit  No.  31 — Formal  Case  No.  402  with 
supporting  working  papers 
Potomac  Electric  Power  Company 
September  1950 

POTOMAC  ELECTRIC  POWER  COMPANY 

Estimated  Cost  of  Service  Six  Months  Ended  June  1950 

This  cost  of  service  study,  prepared  at  the  direction  of 
the  Public  Utilities  Commission  of  the  District  of  Columbia 
in  Formal  Case  No.  402,  is  an  analysis  of  the  rate  base  and 
costs  of  Potomac  Electric  Power  Company  for  the  six- 
month  period  ended  June  30,  1950. 

The  problem  of  estimating  separately  the  cost  of  service 
for  various  classes  of  service  is  much  more  difficult  than 
that  of  determining  the  total  costs  for  an  entire  system.  A 
few  items  can  be  assigned  directly  to  the  class  or  classes 
by  which  they  are  used.  But  the  balance — jointly  used 
capital  and  joint  operating  expenses — must  be  allocated  on 
the  basis  of  some  formula  or  theory.  In  this  study,  it  has 
been  the  aim  to  make  an  allocation  of  the  costs  to  each 
class  so  that  each  group  shares,  in  equitable  proportion, 
the  benefits  of  joint  use  of  properties  and  services  and  the 
benefits  of  their  relative  diversities  in  loads.  It  is  recog¬ 
nized  that  while  all  investigators  may  agree  to  the  principle 
of  proportional  sharing  of  benefits  as  an  ideal,  honest  dif¬ 
ferences  of  opinion  may  exist  as  to  just  what  constitutes  a 
proportional  sharing.  The  methods  of  cost  allocation 
adopted  and  used  in  this  study  represent  the  considered 
judgment  of  the  engineers  of  the  Company,  based  not  alone 
upon  their  experience,  but  also  upon  a  review  of  literature 
on  the  subject  and  upon  discussions  with  competent  per¬ 
sons  in  the  Utility  industry.  It  should  be  borne  in  mind 
that,  even  though  other  investigators  might  prefer  other 
sound  methods,  their  use  should  not  greatly  affect  the  valid- 
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ity  of  the  conclusions  reached  in  this  study.  It  must  also 
be  recognized  that  the  results  of  any  study  may  be  dis¬ 
torted  from  “average”  or  “normal”  conditions  by  particu¬ 
lar  circumstances  applicable  during  the  period  under  study, 
and  the  figures  presented  in  such  a  study  cannot  be  offered 
as  precise  or  conclusive. 

The  six-month  period  ended  June  1950  was  selected  for 
this  study  because  it  is  the  historical  period  during  which 
the  business  and  property  of  the  Company  were  most  simi¬ 
lar  to  its  business  and  property  as  they  exist  today.  Prior 
to  January  1,  1950,  a  portion  of  the  Company’s  business 
and  properties  was  operated  and  owned  by  Braddock  Light 
and  Power  Company,  Incorporated,  a  former  wholly-owned 
subsidiary  of  the  Company.  In  addition,  during  1949  vari¬ 
ous  changes  occurred  which  tend  to  invalidate  the  use  of  the 
Company’s  operations  during  that  year  as  a  guide  to  its 
present  costs  of  service.  For  example,  in  May  1949  a  sub¬ 
stantial  reduction  took  place  in  the  use  of  the  Company’s 
service  by  Capital  Transit  Company  and  in  October  1949 
the  No.  1  unit  at  Potomac  River  station  went  into  firm 
operation. 

While  it  is  believed  that  the  six-month  period  ended  June 
30,  1950,  is  thus  the  only  period  which  could  be  used  as  the 
basis  for  the  required  study,  it  is  recognized  that  the  result 
for  such  a  period  should  not  be  considered  as  one-half  of 
those  of  a  full  twelve  month  period.  Seasonal  variations, 
not  only  in  the  business  as  a  whole  but  in  the  various  classes 
of  business,  prevent  any  fractional  portion  of  a  year  from 
being  a  true  indicator  of  a  full  year’s  operation. 

Although  studies  such  as  this  have  value  as  guides  in  the 
consideration  of  the  reasonableness  of  rates,  in  that  they 
give  an  indication  of  the  relative  costs  of  various  classes 
of  business  for  the  particular  period  analyzed,  it  must  be 
realized  that  the  factors  involved  in  the  study  are  con¬ 
stantly  changing.  While  of  use  in  the  analysis  of  the  period 
which  it  covers,  the  study  will  be  of  little  validity  as  an 
indicator  of  the  cost  of  service  in  subsequent  periods. 
*•#**••*•• 
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POTCMaC  ELECTRIC  POWER  COMPANY 
ESTIMATED  COST  (F  SERVICE  SIX  MONTES  ENDED  JUNE  1950 

rate  base,  costs  and  revenue  at  present  rates 


Total 


Low 

Voltage 

Sohedules 


High 

Voltage 

Sohedules 


Railway 
(600  V 
Only) 


RATE  BaSE 

El eo trio  Plant 

Cons traction  Work  In  Progress 
Contributions  and  Deposits 
Materials  and  Supplies 
Undepreciated  Rate  Base 
Depredation  Reserve 
Depredated  Rate  Base 


$160  558  112 

5  708  149 
(3  274  625) 

6  691  017 
169  668  653 
(34  810  4-77) 

$T32TB72rT7y 


$117  059  628 

3  681  506 
(3  025  044) 

4  719  912 


[25  335  7< 


$24  602  645 
1  410  929 
(47  837) 
1  179  999 
27  145  736 
(4  563  068) 


$5  836  684 
265  177 
(8  737) 
257  898 
6  355  022 
(1  251  417) 


Percent  of  Total 


100.00 


72.00 


16.74 


3.78 


COSTS  EXCLUDING  GROSS  RECEIPTS  TAX, 
Operating  Expenses* 

Fuel  and  Interchange  Power 
Other  Expenses 
Depredation  Aooroal 
Real  and  Property  Taxes 
Payroll  and  Unemployment  Taxes 
Electrical  Energy  Taxes 
Total 


INCOME  TAX  AND  RETURN 

$  5  117  046  $  3  273  308 

5  403  072  4  037  607 

1  980  020  1  436  057 

388  867  283  515 

53  839  40  233 

415  140  413  378 


$  1  195  325 
609  890 
280  277 
59  587 
6  077 
1  729 


$  244  964 
211  632 
70  507 
14  136 
2  109 

$  543  335 


Percent  of  Total 


100.00 


71.00 


16.11 


4.07 


DISTRIBUTION  CF  REVENUE 

Costs  excluding  Gross  Receipts  Taxes. 

Income  Taxes  and  Return  $  13  357  984 

Grose  Receipts  Taxes  598  367 

Income  Taxes  1  103  604 

Return  3  420  974 

Total  Revenue  $  18  480  929 


$  9  484  098 
454  102 
954  855 
3  132  100 
$  14  025  155 


$  2  152  885 
86  569 
101  467 
332  828 
$  2  673  749 


$  543  348 

14  844 

(99  714) 
$  458  478 


22.  Percent  of  Total 

DISTRIBUTION  0T  COSTS 

Costs  excluding  Gross  Receipts  Taxes 

23.  Income  Taxes  and  Return 

24.  Gross  Reoeipts  Taxes 

25.  Income  Taxes 

26.  Return 

27.  Total  Costs 


100.00 


$  13  357  984 
598  367 
1  103  604 
3  420  974 
$  18  480  929 


75.89 


$  9  484  098 
426  343 
794  532 
2  462  906 
$  13  167  879 


14.47 


$  2  152  885 
97  387 
184  784 
572  799 
$  3  007  855 


2.48 


$  543348 
23  910 
41  761 
129  451 
$  738  470 


■28.  Percent  of  Total 


100.00 


71.25 


16.27 


4.00 


Street 


S.M.E.COOI 


V.E.&P.Co. 


References  and  Remarks 


$8  292  090 
107  936 
(182  659) 
296  479 
8  513  846 


(2  868  500) 
55  645  346 


$834  070 
42  133 
(1  825) 
40  842 
915  220 
(144  281) 


$3  932  995 
196  469 
(8  522) 
195  887 
4  316  827 


Page  I  —  1 
Page  1-2 
Page  1-3 
Pago  1  —  4 

Page  1-5 


4.19  0.57 


2.72 


$  83  013 

$  60  841 

$  259  595 

419  238 

24  470 

100  235 

140  205 

9  419 

43  555 

20  083 

2  020 

9  526 

4  177 

244 

999 

33 

— 

— 

$“  666  735 

$  xrm 

$  41$  $15 

4.99 

0.73 

3.10 

Page  1  —  6 
Page  1  —  6 
Page  1-7 

In  proportion  to  Electric  Plant*  Line  1 
in  proportion  to  Operating  Expenses#  Line  10 
Page  III  «  53 


$  96  994 
4  212 
6  752 
22  146 
$130  104 


$  413  910  Lino  15 

19  654  In  proportion  to  Total  Revenue#  Line  21 

40  530  In  proportion  to  Line  21  less  lines  17  and  18 

132  945  Balance 

$  607  039  Page  III  «  54 


3.17  0.70 


3.29 


$  666  749  $  96  994  $  413  910  Line  15 

28  647  4  111  17  969  In  proportion  to  Total  Costs#  Line  27 

46  194  6  308  30  025  In  proportion  to  Return#  Line  26 

143  192  19  554  93  072  In  proportion  to  Rate  Base#  Line  7 

$  884  782  $126  967  $  554  976 


4.79 


0.69 


3.00 
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POTOMAC  ELECTRIC  POWER  COMPANY 

ESTIMATED  COST  CF  SERVICE  SIX  MONTHS  ENDED  JUNE  1950 
rate  base,  costs  and  revenue  at  filed  rates 


Total 


Low 

Voltage 
So  bed -ales 


High 

Voltage 

Schedules 


Railway 
(600  V 
only) 


RATE  BASE 

1*  Eleotrlo  Plant 
2*  Construction  Work  in  Progress 
3*  Contributions  and  Deposits 
4*  Materials  and  Supplies 

5*  Undepreciated  Rate  Base 
£•  Depredation  Reserve 
7*  Depredated  Rate  Base 


$160  558  112 

5  708  149 
(3  274  525) 

6  691  017 

169  682  653 
(34  810  477) 
$134  872  176 


$117  059  628 

3  681  506 
(3  025  044) 

4  719  912 

122  436  002 
(25  335  743) 
$97  100  259 


$24  602  645 
1  410  929 
(47  837) 
1  179  999 

27  145  736 
(4  563  068) 
$22""582  668 


$5  836  684 
269  177 
(S  737) 
257  898 

6  355  022 
(1  251  417) 
$b  103”"c0fj 


Percent  of  Total 


100.00 


72.00 


16.74 


3.78 


COSTS  EXCLUDING  CROSS  RECEIPTS  TaX,  INCOME  TaX  aND  RETURN 
Operating  Expenses t 


9. 

Fuel  and  Interchange  Power 

$  5  117  046 

$ 

3  273  308 

$  1  195  325 

$ 

244  964 

10. 

Other  Expenses 

5  403  072 

4  037  607 

609  890 

211  632 

11. 

Depredation  Accrual 

1  980  020 

1  436  057 

280  277 

70  507 

12. 

Real  and  Property  Taxes 

388  867 

283  515 

59  587 

14  136 

13. 

Payroll  and  Unemployment  Taxes 

53  839 

40  233 

6  077 

2  109 

14. 

Electrical  Energy  Taxes 

415  140 

413  378 

1  729 

— 

15. 

Total 

$  13  357  984 

$~ 

9  484  098 

$  2  152  885 

$“ 

543  348 

16. 

Percent  of  Total 

100.00 

71.00 

16.11 

4.07 

DISTRIBUTION  OF  REVENUE 
Ccsia- excluding  Gross  "Rec« 
Income  Taxes  and  Return 
Gross  Receipts  Tax 
Income  Tax 
Rattan 

Total  Revenue 


Taxes 


$  13  358  000 
598  000 
1  695  000 
4  295  000 

$  19  946  000 


$  9  484  000 
438  000 
1  323  000 
3  351  000 

$  14  596  000 


$  2  153  000 
88  000 
196  000 
497  000 

$  2  934  000 


$  543  COO 

22  COO 
52  COO 
131  000 

$  748  COO 


Percent  of  Total 

DISTRIBUTION  OF  COSTS 
Costs  excluding  Gross  Reoeipts  Taxes 
Income  Taxes  and  Return 
Gross  Reoeipts  Tax 
Ihoome  Tax 
Return 

Total  Costs  I 


100.00 


$  13  358  000 
598  000 
1  695  000 
4  295  000 

$  19  946  000 


73.18 


$  9  484  000 

426  000 
1  220  000 
3  092  000 

$  14  222  000 


14.71 


$  2  153  000 
98  000 
284  000 
719  000 

$  3  254  000 


3.75 


543  COO 
24  000 
64  COO 
162  000 

793  COO 


28.  Percent  of  Total 


100.00 


71.30 


16.32 


3.96 
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POTOMaC  ELECTRIC  POWER  COMPANY 
ESTIMATED  COST  OF  SERVICE  SEC  MONTHS  ENDED  JUNE  1950 

rate  base,  costs  and  revenue  at  filed  rates 


Total 


Low 

Voltage 

Schedules 


High 

Voltage 

Schedules 


Railway 
(600  V 
only) 


RATE  BASE 
Electric  Plant 

Construction  Work  in  Progress 
Contributions  and  Deposits 
Materials  and  Supplies 

Undepreciated  Rate  Base 
Depreciation  Reserve 
Depreciated  Rate  Base 


$160  558  112 

5  708  149 
(3  274  525) 

6  691  017 

169  682  653 
(34  810  477) 
$134  87 2  176 


$117  059  628 

3  681  506 
(3  025  044) 

4  719  912 

122  436  002 
(25  335  743) 
$97  100  259 


$24  602  645 
1  410  929 
(47  837) 
1  179  999 

27  145  736 
(4  563  068) 
$22  582  668 


$5  836  684 
269  177 
(S  737) 
257  898 

6  355  022 
(1  251  417) 
$5  103~o0? 


Percent  of  Total 


100*00 


72.00 


16.74 


3.78 


COSTS  EXCLUDING  GROSS  RECEIPTS  TaX,  INCOME  TaX  AND  RETURN 
Operating  Expenses t 

Enel  and  Interchange  Power  $  5  117  046 

Other  Expenses  5  403  072 

Depreciation  Accrual  1  980  020 

Real  and  Property  Taxes  388  867 

Payroll  and  Unenployraent  Taxes  53  839 

Electrical  Energy  Taxes  415  140 

Total  $  13  357  984 


3  273  308 

4  037  607 
1  436  057 

283  515 
40  233 
413  378 

9  484  098 


$  1  195  325 
609  890 
280  277 
59  587 
6  077 
1  729 

$  2  152  885 


244  964 
211  632 
70  507 
14  136 
2  109 

543  348 


Peroent  of  Total 


100.00 


71*00 


16.11 


4.07 


DISTRIBUTION  OF  REVENUE 
Ccsta  excluding  Gross  Reoc 
Income  Taxes  and  Return 
Gross  Reoeipts  Tax 
Inoome  Tax 
Return 

Total  Revenue 


:a  Taxes 


$  13  358  000 
598  000 
1  695  000 
4  295  000 

$  19  946  000 


$  9  484  000 

438  000 
1  323  000 
3  351  OOP 

$  14  596  000 


$  2  153  000 
88  000 
196  000 
497  000 

$  2  934  000 


$  543  000 

22  000 
52  000 
131  000 

$  748  000 


Peroent  of  Total 

DISTRIBUTION  OF  COSTS 
Costs  excluding  Gross  Reoeipts  Taxes 
Income  Taxes  and  Return 
Gross  Reoeipts  Tax 
Income  Tax 
Return 

Total  Costs 


100.00 


$  13  358  000 
598  000 
1  695  000 
4  295  000 

$  19  946  000 


73.18 


$  9  484  000 

426  000 
1  220  000 
3  092  000 

$  14  222  000 


14.71 


$  2  153  000 
98  000 
284  000 
719  000 

$  3  254  000 


3.75 


543  000 
24  000 
64  000 
162  000 

793  000 


28.  Peroent  of  Total 


100.00 


71.30 


16.32 


3.98 


4.74 


0.68 


2.98 


m 
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POTCMsC  ELECTRIC  POWER  CCMPANY 

COMPARISON  OF  REVENUES  WITH  ESTIMATED  COSTS  OF  SERVICE 
SIX  MONTES  ENDED  JUNE  1950  _ 


P  r  e  s  e 

n  t  Rates, 

P  r  o  p  o 

s  e  d  R  a 

jt  e  s 

Actual  Revenue 

Estimated  Cost 

i 

and  Re “urn  a/ 

Percent 

Anticipated  Revenue 

Estimated  Cost  and  Return 

Percent 

Class  of  Service 

Amount 

Percent 

Amount 

of  Total 

Amount 

Percent 

Amount 

of  Total 

UJ 

(2) 

(3) 

l4) 

(5) 

(6) 

( 

n 

(8) 

Low  Voltage 

$14  025  155 

75.89 

$13  167  879 

71.25 

$14  596  000 

73.18 

$14  222 

000 

71.30 

High  Voltage 

2  673  749 

14.47 

3  007  855 

16.27 

2  934  000 

14.71 

3  254 

000 

16.32 

Railway  (600  V.  only) 

458  478 

2.48 

738  470 

4.00 

748  000 

3.75 

793 

000 

3.98 

Street  Lighting 

586  404 

3.17 

884  782 

4.79 

931  000 

4.67 

94« 

>  000 

4.74 

Southern  Maryland  Eleotrio  Co-op. 

130  104 

0.70 

126  967 

0.69 

130  000 

0.65 

136 

595 

>  000 

0.68 

Virginia  Eleotrio  &  Power  Conpany 

607  039 

3.29 

554  976 

i 

3.00 

607  000 

3.04 

i  000 

2.98 

TOTAL 

$18  480  929 

100.00 

$18  480  929 

100.00 

$19  946  000 

100.00 

$19  946 

►  000 

100.00 

Notes: 

j/  Estimated  Distribution  of  Cost a,  including  Return  at  same 
percentage  of  Rate  Base  for  eaoh  olass. 
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SECTION  L 
Service  Allocation. 


POTCMAC  ELECTRIC  PCUER  COMPANY 

ESTIMATED  COST  OF  SERVICE  -  6  MONTHS  ENDED  JUNE  1950 
ALLOCATION  OF  ELECTRIC  PLANT _ _ 


1 

Power  Supply: 

Energy . . 

Unit  of  y 
Allocation 

1  244  384  Mwh 

Unit  Cost 

$.837 

Total  y 
Average  Net 
Eleotrio  Plant 

$  1  041  641 

2 

Derand  . . . 

464  900  Kw 

$150 

69  882  938  ' 

3 

Sub transmia  s ion i 

Naval  Powder  Factory  . 

Direot 

24S  254 

4 

S.M.E.  Co-op.  •••••••••••• 

Direot 

111  772 

5 

Pentagon  &  VEPCc  ......... 

42  200  Kw 

$26.34 

1  111  532 

6 

Other  Sub  transmission  MM 

417  350  Kw 

$45c01 

18  784  515  ■ 

7 

Substation: 

600  Volt  ihoilities . 

17  600  Xw 

$79.76 

1  403  859 

8 

Other  ••••••••*••••••••••• 

264  200  Kw 

$25.22 

6  662  086 

9 

Distribution  Lines  .... _ T 

Direot-Pg  1-8 

28  860  210 

10 

Transformers  . . . . 

Direot-Pg  1-8 

9  125  520 

'll 

Services  . . . 

Direot 

8  869  035 

12 

Meters  ••••••••• . . 

Direot  Pg  1-8 

6  052  999 

13 

Utilization  Facilities : 

Street  Lighting 

Direot 

6  394  220 

14 

I 

15 

Other  . . * . . 

Direot-Pg  1-8 

213  221  i 

Comae roial  &  Promotion  . 

Line  24  pg  1-6 

1  795  250 

16  Total .  160  558  112 


Notes  t 

l/  See  page  J— 9 
2/  See  page  II-l 
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Low 

High 

i 

Voltage 

Voltage 

Railway 

Street 

SMECo— op 

V.E.P.  Co. 

Schedules 

Schedules 

(600  V  only) 

Light  in 

$  666  839 

$  242  713 

$  49  855 

$  16  9 

02 

$  12  420 

$  52  912 

42  855  723 

18  519  204 

3  382  160 

1  119  6 

[71 

706  495 

3  299  485 

249  264 

111  772 

533  401 

578  181 

12  832  072 

4  604  423 

1  012  703 

335  3 

17 

11  965 

1  391  894 

6  491  878 

170  2 

08 

28  614  556 

245  6 

54 

9  104  506 

21  014 

8  869  035 

5  811  540 

236  769 

6  394  1 

20 

2  345 

2  345 

49  428 

163  793 

1  752  086 

32  064 

72 

«o 

- O— 

18 

1  038 

72 

$117  059  628 

$24  602  645 

$5  836  684 

$8  292  Q90 

$834  070 

$3  932  995 

POTCMAC  ELECTRIC  POWER  COMPANY 


ESTIMATED  COST  OF  SERVICE  -  6  MONTHS  ENDED  JUNE  1950 
ALLOCATION  OF  CONSTRUCTION  WORE  IN  PROGRESS 


Unit  of  y 

Allocation  Unit  Cost 


Total  y 
Average  Net 
Const  vfr  in  Pros 


Power  Supply: 

Energy  • . 

Demand  . . 

Sub  transmission: 

Naval  Powder  Factory 
SMECoop 

Pentagon  and  Vepoo  .. 
Other  •••»•»»•«•••••< 


464  900  Kw 

Direct 
417  350  Zw 


Substation: 

600  Volt  facilities 


Other  Direot  3/ 

'  Distribution  Lizisi* . .  Direct  3/ 


1 


Transformers 
Services  ... 
Meters  •  •••• 


Direot  J/ 
Direot 


Utilization  facilities: 


Street  Lighting  •«••••••• . . 

Other . . . . . . 

Conxnerolal  &  Promotion  •••••••••••• 

Total  . . . 

Notes: 

V  See  Page  1-9 

2/  See  Page  II-2 

3/  Low  Voltage  Schedules  only 


Direot 


$ 

$8.95  4  161  184 

05 

$3.01  1  257  363 

131  140 
136  330 
3  223 
36 

18  806 

$5  708  149 


POTOMAC  ELECTRIC  POWER  COMPANY 

ESTIMATED  COST  OF  SERVICE  -  6  MONTHS  ENDED  JUNE  1950 
ALLOCATION  OF  CONTRIBUTIONS  &  DEPOSITS _ 


Unit  of  1/ 

Allocation  Unit  Cost 


Total*  Average 
Net  Contributions 
and  Deposits 


Power  Supply: 

Demand  . .  464  900  In  4.388  $  180  517 

Substation:  . 

Other  . .  Direct  %  4  646 

Distribution  Lines . .  Direct,  Pg.  1-8  1  730  995 

Sendees  .  Direct  1  193  435 

Utilisation  facilities  : 

Street  Lighting  ••••••••«•••»  Direot  165  032 

TOTAL  . .  $3  274  625 


Notes: 

1/  See  page  1-9 

2/  See  page  II-3 

3/  Low  Voltage  SohedtC.es  only 


4  646 

1  716  261  14  734 

1  193  435 

165  032 


$3  025  044 


$47  837 


$8  737 


$182  659 


$8  523 


POTCMAC  ELECTRIC  POWER  COMPANY 


ESTIMATED  COST  OF  SERVICE  -  6  MONTHS  ENDED  JUNE  1950 
_ ALLOCATION  OF  MATERIALS  &  SUPPLIES _ 


Fuel  and  Interchange: 
Decani  .••••••••••••• 

Power  Supply: 

Energy  . 

Demand  ••••..«•«••••• 

Subtranamiaaion: 

Naval  Powder  Factory 

SMECoop . . 

Pentagon  &  VepCo 
Other 

Substation 

600  Volt  Facilities  • 
Other  ...••• . «... 

Distribution  Lines  «... 

Transformers  . 

Servioes  .............. 

Meters 

Utilization  Facilities: 
Street  Lighting  ••••• 
Other . . 

Conneroial  &  Promotion 


Unit  of  1/ 
Allocation 

Unit  Cost 

Total#  Average 
Net  Materials 
and  Supplies 

464  900  Kw 

$5.71 

$2  655  735 

1  244  384  Mwh 

2.41* 

29  988 

464  900  Kw 

$2.26 

1  051  832 

Direct 

5  503 

Direct 

2  893 

42  200  Kw 

$0,876 

36  977 

417  350  Kw 

$1.49 

621  344 

17  600  Kw 

$2.49 

43  900 

264  200  Kw 

$0,795 

210  151 

Direot#  Pg.  1-8 

961  250 

Direct#  Pg.  1-8 

304  342 

Direct 

295  986 

Direct#  Pg  1-8 

200  659 

Direot 

211  651 

Direct#  Pg.  1-8 

7  123 

51  683 

Total 


$6  691  017 


Notes : 

1/  See  page  1-9 
2/  See  page  II-l 


832 


833 


1-5 


POTCMAC  ELECTRIC  POWER  COMPANY 

ESTIMATED  COST  OF  SERVICE  -  6  MONTHS  ENDED  JUNE  1950 
_ ALLOCATION  OF  DEPRECIATION  RESERVE 


T  / 

Total,  Average 

Low 

High 

unit  of  i/ 

Net  Depredation 

1  Voltage 

Voltage 

Railway 

Street 

Allocation 

unit  Cost 

Reserve  y 

Schedules 

Schedules 

(600  V.only) 

Lighting 

S*M*E. 

Coop* 

V.E.&P.Co* 

Fewer  Supply* 

1  Energy  Coopcnent 

1  244  384  ttrh 

20.0# 

$  249  106 

$  159  473 

$  58  044 

$  11  923 

$  4  042 

$  29] 

to 

$  12  654 

2  Dezaand  Component 

464  900  Xw 

$26*43 

12  266  939 

7  534  967 

3  256  079 

594  657 

196  698 

124  2X7 

560  121 

Subtrans  mission* 

3  Naval  Powder  Factory 

Direct 

25  223 

25  223 

4  Southern  Maryland  Eleotrio  Coop* 

Direct 

16  142 

16  1' 

K 

5  Pentagon  and  V*E*4P*Co* 

42  200  X* 

$  2*46 

103  763 

49  791 

53  972 

6  Other  Subtmnsn&aaion 

Subitat)  on  2 

417  350  fir 

$10.35 

4  321  325 

2  951  962 

1  059  235 

232  969 

77  139 

WeO  eW  fa W4i 4 

7  600  Veit  facilities 

17  600  Dr 

$23*60 

415  391 

3  540 

411  851 

8  Other  Substation 

264  200  Dr 

$  7*64 

2  019  744 

1  968  142 

51  602 

9  Distribution  Lines 

Diroot,  Ifc*I-6 

5  950  103 

5  899  457 

i 

50  646 

10  Transformers 

Direct,  Pg*I-8 

2  165  294 

2  160  308 

4  966 

11  Services 

Direot 

2  484  230 

2  484  230 

12  Meters 

Direct,  Pg.I-8 

1  817  816 

1  745  302 

71  106 

7< 

>4 

704 

Utilisation  facilities* 

\ 

13  Street  Lighting 

Direot 

2  485  801 

! 

1 

2  485  801 

14  other  Utilization 

Direot,  Pg*  1-6 

40  272 

9  336 

30  936 

i 

15  Coaxfiereial  and  Pro  nation 

429  328 

419  006 

7  668 

17 

2  372 

2 

48 

17 

$34  810  477 

$25  335  743 

$4  563  068 

$1  251  417 

$2  868  500 

$144  281 

pmaMM 

$647  466 

Netea* 

V  See  page  1-9 
1/  See  page  II-4 
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« 

V 


1-6 


V 


POTCMl-C  ELECTRIC  POWER  COMPANY 

ESTIMATED  COST  07  SERVICE  -  6  M0JI7ES  ENDED  JUNE  1950 
ALLOCATION  OF  OPERATING  EXPENSES _ 


Tael  and  Interchange  Power: 

1  Energy  Component 

2  Do  rand  Component 

Power  Supply: 

3  Energy  Component 

4  Demand  Component 

Subtrans mission: 

5  Naval  Powder  Factory 

6  Southern  Maryland  Eleotrlo  Coop. 

7  Pentagon  and  V.E.&P.Cc. 

8  Other  Sub transmission 

Substation: 

9  600  Volt  Facilities 

10  Other  Substation 

11  Distribution  Lines 

12  Transformers 

13  Services 

14  Meters 

Utilisation  Facilities* 

15  Street  Lighting 

16  Other  Utilization 

Commercial  and  Promotion: 

17  Customer  Connection 

Meter  Reading  ) 

Billing  and  Accounting  ) 

Credit  and  Collecting  > 

Uncollectible  Bills 
Advertising 
Other  Customer  Service 

24  Total*  Conmerolal  and  Promotion 


Unit  of  -2/ 
Allocation 

Unit  Cost 

Total,  Average 
Net  Operating 
Expenses  2/ 

Low 

Voltage 

Schedules 

1  244  384  ttrh 

$4.04 

$  5  023  200 

$3  215  757 

464  900  Dr 

$  .202 

93  846 

57  551 

1  244  384  ttrh 

$  .716 

890  659 

570  183 

464  900  Dr 

$2.42 

1  125  561 

690  251 

Direot 

3  242 

Direct 

1  491 

42  200  Dr 

7.644 

3  224 

417  350  Dr 

$  .680 

283  821 

193  884 

17  600  Dr 

$5.68 

100  020 

852 

264  200  Dr 

$  .778 

205  416 

200  168 

Direct,  Pg.  I-e 

492  195 

488  006 

Direct,  Pg.  1-8 

96  458 

96  236 

Direot 

57  195 

57  195 

Direot,  Pg.  1-8 

288  506 

276  997 

Direot 

363  945 

Direot,  Pg.  1-0 

-11  225 

-2  602 

Direot  Pg.  Ill- 

445  363 

417  276 

Direct  Pg.  Ill- 

197  752  ) 

256  264  ) 

445  976 

Direot 

210  531 

210  531 

Direot 

22  944 

22  944 

Direot 

229  533 

229  533 

Direot 

140  177 

140  177 

1  502  564 

1  466  437 

High 


Voltage 

Schedules 

Railway 
(600  V.  only) 

Street 

Lighting 

S.MaE.Coop, 

$1  170  456 

$240  422 

$  81  509 

$59  892 

24  869 

4  542 

1  504 

949 

207  533 

42  629 

14  452 

10  619 

298  277 

54  474 

18  037 

11  379 

3  242 

1 

1  491 

1  547 

69  570 

15  301 

5  066 

99  168 

5  248 

4  189 

• 

222 

11  285 

363  945 

112 

-8  623 

20  777 

6  501 

809 

6  060 

60 

l 

1  800 

60 

26  837 

60 

8  301 

869 

Total,  Average  Net  Operating  Expenses 


$1  805  215 


$456  596 


$502  251  $85  311 


Notes : 


1/  See  page  1-9 
2/  See  page  H-5 


V  .E*&P»COi 


$255  164 
4  431 

45  243 
!>3  143 


1  677 


112 


60 


$10  520  118 


$7  310  915 


POTOMAC  ELECTRIC  PCUER  COMPANY 


ESTIMATED  COST  OF  SERVICE  -  6  MONTHS  ENDED  JUNE  1950 
ALLOCATION  OF  DEPRECIATION  ACCRUAL  ~ 


Unit  of  2/ 
Allocation 

Unit  Cost 

Total,  Average 
Net  Depredation 
Aoorual  £/ 

Power  Supply: 

Energy 

Descend 

1  244  384  ttrh 

464  900  Dr 

1.23# 

$1.70 

$  15  312 

789  538 

Subtrans  scission 

Navel  Powder  Jhotory 

SMECoop 

Pentagon  &  VEPCo 

Other 

Direct 

Direct 

42  200  Dr 

417  350  Dr 

$  .249 
$  .513 

2  216 

1  201 

10  497 

214  198 

Substation 

600  Volt  facilities 

Other 

17  600  Dr 

264  200  Dr 

$1.15 
$  .368 

20  185 

97  348 

Distribution  Lines 

Direct,  Pg.  1-8 

318  644 

Transformers 

Direct,  Pg.  1-8 

138  923 

Services 

Direct 

124  729 

Meters 

Direct,  pg.  1-6 

98  705 

Utilization  facilities: 

Street  Lighting 

Other 

Direot 

Direct,  Pg.  1-6 

118  137 

3  997 

Conmeroial  &  Promotion 

26  390 

Total 

$1  980  020 

Notes* 

3/  See  page  1-9 
2/  See  page  II-6 


Low 

Voltage 

High 

Voltage 

Railway 
(600  V.  only) 

Street 

Lighting 

S.M  EfCoop. 

$  9  802 

484  184 

3  568 

209  230 

733 

38  212 

248 

12  652 

183 
t  932 

146  323 

2  216 

5  037 

52  504 

1 

11  548 

3  823 

♦ 

L  201 

172 

94  861 

20  013 

2  487 

315  932 

2  712 

138  603 

320 

124  729 

94  768 

3  861 

1 

38 

927 

3  070 

i 

118  137 

* 

25  756 

471 

1  1 

146 

j 

'  i 

15 

$1  436  057 

$280  277 

$70  507 

$140  205 

$9  419 

VJC.8P.Co* 

770 
37  278 

5  460 

38 

1 


$1  436  057 


$280  277 


$70  507 


$140  205 


$43  555 


836 
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POTOMAC  ELECTRIC  POWER  COMPANY 

ESTIMATED  COST  OF  SERVICE  -  6  MONTHS  ENDED  JUNE  1950 
ALLOCATION  OF  LINE-  TRANSFORMERS  >  KLT^-tS  i  UTILIZATION  COSTS 


Electric  Plant.  Customer 


Excluding 
Gen’l  Plant 

General 

Plant 

Including 
Genf 1  Plant 

Contributions 
&  Deposits 

Materials 
&  Supplies 

Depreciation 

Reserve 

Operating 

Expanses 

Depreciation 

Accrual 

Distribution  Lines: 

Low  Voltage  Schedules 
Street  Lighting 

$27  990  949 

240  300 

623  607 

5  354 

28  614  556 
245  654 

1  716  261 

14  734 

953  068 

8  182 

5  899  457 

50  646 

488  006 

4  189 

315  932 

2  712 

i 

$28  231  249 

$628  961 

$28  860  210 

$1  730  995 

$961  250 

$5  950  103 

$492  195 

$318  644 

Transformers: 

Low  Voltage  Schedules 
High  Voltage  Schedules 

$  8  991  957 

20  754 

112  549 
260 

9  104  506 

21  014 

1 

1 

303  641 

701 

2  160  308 

4  986 

96  236 

222 

138  603 

320 

1 

i  9  012  711 

$112  809 

$  9  125  520 

_ 

$304  342 

$2  165  294 

96  458 

138  923 

Meters: 

Low  Voltage  Schedules 

$  5  487  586 

323  954 

5  811  540 

192  654 

1  745  302 

276  997 

94  768 

High  Voltage  Schedules 

223  571 

13  198 

236  769 

7  849 

71  106 

n  285 

3  861 

S  .M.E.Co— op. 

2  214 

131 

2  345 

78 

704 

112 

38 

V.E.P.Co. 

2  214 

131 

2  345 

78 

704 

112 

38 

1 

$  5  715  585 

$337  414 

$  6  052  999 

$200  659 

$1  817  816 

$288  506 

$  98  705 

Utilization  Costs: 

Low  Voltage  Schedules 
High  Voltage  Schedules 

$ 

49  425 

163  782 

3 

n 

49  428 

163  793 

1  651 

5  472 

9  336 

30  936 

-2  602 
-8  623 

927 
3  070 

$ 

213  207 

$  14 

$  213  221 

$  7  123 

$  40  272 

$-11  225 

$  3  997 

Balance 

Page  I 11—48 


Balance 

Page  IH— 49 


Balance 
Page  HI-50 
Page  UI-50 
Page  IH-50 


Balance 
Page  HI-49 


i 

P/TOLAC  ELECTRIC 

POttSR  CUPANY 

UNITS  OF  ALLOCATION 

Fuel  &  Interchange 
Power  . 

Megawatt  h^urs  ■=/ 

Power 
Supply  . 

Kilowaxts  =J 

Loir  Tension 

795  910 

284  850 

High  Tension 

289  954 

123  200 

600  V«  Systems 

Railway 

59  559 

22  500 

Other 

821 

250 

Street  Lighting 

20  192 

7  450 

14  837 

4  700 

V,E*?*Co* 

63  211 

21  950 

1  244  384 


464  900 


837 


839 


SECTION  II. 


Functional  Allocations. 
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XSTdiTXD  COST  CT  SHmCX  -  SIX  JtWTHS  UJOCD  JUKE  30,  1950 
TOCnOKAL  ALLOCATION  OT  ELECTRIC  PLANT 


Aoooant  Title 


Total  3/ 


Inorgy 


Xatauglhl*  Plant 
franc hiso* 

Prod  notion  Plant 


Otter  Production  Plant 
Tmmsad  salon  Plant 


naan  ana  law  lu^nu 

Clearing  Land  and  RlgBt»-of-Way 
Structure*  and  n^rooeneut* 

Station  Btulpw*nt 
Towors  and  fixture* 

Pol**  and  Fixtures 
Orartead  Conductors  and  Derloea  * 
230  XV  Linas 
69  It  Liana 
Underground  Conduit 
Underground  Coadnotors  and  Derloes 
Roads  mad  Trails 
latrltetloa  Plant 


Structures  aad  laproranent* 

Station  Eqalp— nt 

Polaa,  Tower*  and  Picture* 

Orartead  Candnotora  and  Dorioa* 
Underground  Conduit 
Underground  Coadnotors  aad  Derloes 
Liao  Xraaaforawre 
Serrloest 
Orartead 


Sgulpoont  on  Customer*'  Praa&ses 
Iktart 

laata llatlon*  on  Cfestoanrs  *  Pratalaoa 
Straot  Lighting  and  Signal  Syataoa 
Coaaral  Plant 

Land  aad  land  Rights 
Otter  Coaaral  Plant 

Total 


Production  Plant  (Exclusive  of 
Otter  Qaotrlo  Plant 


779  535 
62  215  266 

299  817 
171  936 
870 
3  045  253 
60  909 

182  074 

58  682 

183  817 
1  110  109 
1  675  389 

1  698 

565  439 
1  510  130 
10  375  896 
6  455  571 
5  142  057 
16  483  032 
14  104  394 
9  012  711 

3  328  789 
5  125  320 
348  034 
5  715  585 
213  207 
5  968  580 

888  136  y  $ 
5  535  406  y 


144  020 
897  621 


Total  Elec trio  Plant 


$160  558  112 


S  2  705  113 
62  215  266 
95  637  733 

$160  558  112 


1  041  641 


144  020 


897  621 
1  041  641 


$  779  535 

62  215  2<*6 


2  036  652 
60  909 
89  3^4 


58  882 
88  600 
375  4*3 
824  6% 


378  Op.3 
688  117 


182 
1  134 

69  882 


1  333 
62  215 
6.333 


dllsoatloa  of  tutorials  aad  Suppling 
tel 

Generating  Stations 
Otter  Supplloa 


Total  tutorials 


Supplloa 


$  2  655  735  2/ 

840  238  w 

3  195  044  J  29  9S8 
$  6  691  017  j/  $  29  988 


$  1  051 


!Po r  weighting,  pngo  iH  —  2 

Jm  proportion  to  (^orating  Xxponaoa  ami  ud  lag  JUnl  d  laterotetee  Vowor,  page 
dUnootod  01  root  to  Pool  d  Interchange  Power. 

dllooatod  la  proportion  to  Ileotrlo  Plant,  excluding  land  d  Production  Plant 
For  Traaeadaslan  d  Distribution  Plant,  sea  pugs  XXX  *13 
$oo  page  nr*  37 

2/  So*  fteje  nr- 2! 


H‘5* 


Sate  tattoo 


Orartead 

Llnaa 


Sabtnufnlaalon  £/ 


tr 

Souttem 

Panta^on 

Otter 

k 

texylxad 

AH& 

Subtraaa— 

Z7M 

Xiao. Coop 

m? co. 

adaaloa 

L 

600  Volt  Otter 

fulUtlH  iabiUtlon 


666 

t  6  761 

$  4  027 

t  8  054 

062 

18  175 

186 

372 

87 

261 

975 

29  925 

345  643 

623  058 

66-4 

17  096 

729 

19  488 

229  222 

496  616 

505  444 
354  756 

10  542 

3  597 

4  184 

10  934 

21  184 

131  398 
389  276 

3  592  447 
482  308 
694  824 

5  056  270 

6  614  374 

t  73  628 
202  593 

1  010  663 

t  338  375 

840  224 

5  243  143 

ts  969  666 
4  443  049 

524 

241 

521 

45  894 

16  173 

33  231 

63  897 

667 

1  502 

3  249 

286  040 

100  802 

207  113 

398  245 

!64 

111  772 

1  111  582 

18  784  515 

1  403  859 

6  662  086 

10  874  857 

542 

25  177 

4  734 

185  718 

89  801 

371  606 

63  897 

rn 

86  595 

1  106  848 

18  598  797 

1  314  058 

6  290  480 

10  810  960 

K54 

111  772 

1  111  582 

18  784  515 

1  403  859 

6  662  086 

10  874  857 

2  093 

36  977 

621  344 

43  900 

210  151 

361  170 

$  2  893 

$  36  977 

$  621  344 

$  43  900 

t  210  151 

t  361  170 

m  84i 


Oteailroaai 


Sarrloaa 


2&2L 


yuoiuti— 

0—wUl 

Stmt  Otter  Mi 

MjteUi  utlOimtlM  I2SS& g 


til  037  813 
6  780  719 

t  9  002  711 


$3  328  789 

5  125  320 
348  034 

$5  715  585 

5  9M  580 

*213  207 

23  065 

143  754 

IS  597 

97  Z22 

9  240 

57  643 

46  652 
290  782 

58  850 
386  790 

2 

12 

9  248  217 
1  547  033 

17  985  353 

9  125  520 

8  869  035 

4  052  999 

•  384  220 

1  790  250 

23  065 

15  397 

9  249 

46  652 

58  850 

2 

248  Z27 

17  962  288 

9  109  923 

8  859  786 

6  006  347 

6  335  370 

213  219 

1  547  033 

17  985  353 

9  125  520 

8  869  035 

6  052  999 

6  384  220 

213  221 

1  795  250 

200  *39 
$  200  608 


m  *3i 
t  211  651 


7  121 


51  M3 


600  080 
t  600  000 


304  342 
i  304  342 


295  906 
$  295  906 


$7  123  $  51003 


n-z 


porcBtc  euctric  pcwts  catvjarr 

ZSNMITED  COST  or  SERVICE  -  SIX  MONTES  SIDED  JUKI  30,  1930 

nacTiauL  aixoqltxoi  or  cgnsatoctiOBr  wort  pi  progress 


Total 

Poxor  Supply 

Subtranasdsa ion 

dooouxt 

1 

iooouat  Titlo 

Construction 
Work  in 

Prof  mss  y 

morgy 

Couponant 

Dsnand 

Coupon*  nt 

Kauai 

fbetory 

Souths ra 
terylaad 
Xiao. Coop 

Psntafou 

and 

VTXPCo. 

Otbor 

Subtmas- 

■daiion 

Production  Plant 

$3  965  662 

$3  965  662 

343 

345 

347 

348 

Tranonioaloa  Plant 

Station  Iquipsxnt 

Polos  and  lizturaa 

Obdarfreuad  Conduit 

Ondorf round  Conductor*  and  Doriooa 

500  897 

65 

263  835 

487  678 

191  896 

$65 

$  309  001 

263  835 
487  678 

Dlatribation  Plant 

351 

352.1 

354 

355 

356 

357 

358 
359.21 
363*1 
363*2 

Struo  turns  and  SsproToaost* 

Station  Equiyaant 

Polo* •  Taxors  a  nd  fixtures 

Overtead  Conductors  and  Dorrioo* 
Okdorfround  Conduit 

Obdarfreuad  Conductors  and  Dorioos 

Lin*  Txansforxsrs 

Ttedsrfround  Sorrloo* 

Ooortead  Stroot  Difktij*  &  Sifnal  Sys. 
Ondorfrouad  Stroot  Ufbfc.  4  Sifnal  Sym 

41  261 

195  679 

18  956 

38  188 

104  507 

68  979 

3  223 

36 

3  886 
.  14  922 

2  869 
704 

24  724 
81  076 
2  002 
2  137 
46  432 
40  156 

Conaral  Plant 

375 

53 

322 

Total 

$5  708  149 

- 

$4  161  184 

• 

$65 

$1  257  363 

Kotos 1 

Construction  Work  In  Prof ross  allooatod  to  function*  on  basis 
of  analysis  of  account*  involv'd.  (St*  2R~7  <*n<j 

2/  for  Waifhtiaf ,  Paf#  TTT-<f 


Substation 


Ptlllaatlsn  fOoUltloo 


600  Volt 
fscilitlo* 


Otbor 

Saba  tat  Ion 


Ovorboad 

Linos 


Lino* 


Trust forxsrs 


Sorrlooa 


Stroot 


Otter 

Ptlll option 


$  16  337 
114  603 


$16  934 
36  051 


$95  206 
28  129 


$3  223 


$36 


$  3  886 

14  922 


$131  140 


$33  005 


$83  325 


$3  223 


$36 


$18  808 


848 


POTOMAC  IUCTRIC  FOtfIR  C3M>1 Iff 

FUNCTIONAL  ALLOCATION  OT  CONTJIBUTIONS  AND  DEPOSITS 
_ SIX  MONTHS  Prong  JUKI  3Q,  195Q _ 

> 


Aooount 

No. 


343 


“352 


354 

355 


356 

357 

a 

359.2 

363.1 

363.2 


Contributions  . 

in  Aid  of  ■=/  Customers'!/ 

Aooount  Title  Construction  Depoelta  Totsl 


Transmission 

Station  Equl  patent 

Distribution 

Station  £quip**ent 


Polos,  Towers,  and  Fixtures 
Over head  Conductors  and  Derloes 


Underground  Conduit 
Underground  Conductors  and 
Dorloes 


Underground  Serrloes 

Overhead  Street  Lighting  & 
Signal  Systems 

Underground  Stroe t  Lighting  A 
Signal  Systems 


Total 


180 

517 

180 

517 

4 

646 

4 

646 

368 

513 

38 

191 

406 

704 

-it 

136 

649 

ft 

Jii 

902 

— 

* 

847 

"551 

537 

127 

22 

818 

559 

945 

457 

729 

7 

770 

465 

499 

994 

Ife 

30 

588 

r 

025 

444 

1  193 

435 

1 

193 

435 

11 

942 

11 

942 

153 

“ BT 

090 

632 

— 

153  090 
165  032 

S3  177 

135 

S97 

490 

$3 

274 

625 

No test 


U-3 


Punotional 

Allocation 

Power  Supply 

Other  Sub* 
station 

Overhead  Lines 

Underground 

Lines 

Serrloes 


Steest 

Lighting 


1/  Tor  weighting  see  page  UX-18 


I 


POTOMAC  g xrrggc  POOS  COMPANY 
xstuiatid  cost  or  skvics  -  sir  months  dtjed  jtjni  x>.  1950 

rjMCTICKAL  ALLOCATION  Of  IHFHICIATICN  RISIKVI 


Po— r  Supply  _ SnbtmnasAasloa 


Total 

iaral 

~SoWtWi_ 

Psntagon 

Othar 

Doprooiatlpn 

lasrgr 

Damnd 

Footer 

Ifcryland 

aad 

Subtrana- 

Kssorrs  V 

Coosponont 

facto  it 

Use. Coon 

mf Co. 

aisslon 

Production  Float 

$11  066  505 

♦11  066  505 

Transmission  Float 

Stiecturss  "aai  hptWMlU 

Station  Xqulpaont 

556  776  if 

372  369 

♦  1  824 

♦  5  471 

♦  63  195 

♦  113  916 

Tsaars  mad  Plxtaroa 

19  288  . 

19  288 

Toloo  and  Tixturss 

34  818  V 

17  080 

14  469 

3  269 

Ovsrbsad  Conductors  aad  Darioas: 

230  XV  Linos 

14  503  . 

14  503 

69  It  Linos 

19  473 

9  386 

8  023 

2  064 

Ukdargrouad  Conduit 

33  367  y 

11  285 

6  890 

15  192 

Oadorfround  Conductors  and  Doriooa 

86  652  -r 

42  619 

25  685 

18  348 

Hoads  and  Trails 

478 

478 

Distribution  Plant 

Siroc taros'  an3*  Isyroraaanta 

340  912  S' 

17  621 

87  878 

Station  Xqnipaaat 

3  507  853 

175  496 

3  564 

1  214  525 

Polos p  To—ars  and  flxturss 

1  131  283 

630 

04  520 

Orarbaad  Condnotors  and  Doriooa 

893  888 

727 

120  787 

Qaisoground  Conduit 

3  742  785  y. 

85  836 

2  483 

1  148  122 

Obdaxgrouad  Condnotors  sad  Doriooa 

3  067  770  y 

149  669 

4  606 

1  438  656 

Liao  Traasforaar* 

2  138  316 

Sorrioosi 

Orsrbsad 

446  656 

Dkdsxground 

1  863  540 

Iqnipsaat  on  Cuotosnrs'  Pxnndaa* 

158  037 

Motors 

1  737  124 

Installations  on  Cuatoosrs'  Prooisos 

40  269 

Strsot  Lighting  and  Signal  Systaas 

2  384  010 

Conoral  Plant 

1  536  173 

♦249  106 

314  80S 

907 

417 

902 

79  381 

Total 

♦34  810  477 

♦249  106 

♦12  286  939 

♦25  223 

♦16  142 

♦103  763 

♦4  321  325 

Xot«*i 

H/ 


s««  p«4«  Ail *30 

Ik  proportion  to  TVactiocial  Allocation  of  Hootrlo 


Plant,  paga  U-  1 


rc 

V 


OS’ 


rotate  KLxentic  poor  carver 


Z3TC*TZD  COST  or  SZKTICX  -  SIX  MOTHS  DOED  JUNK  30.  1930 

ruacrxoiuL  illocazzom  or  cn&ixsc  exposes 


Pual  and 

Power  Supply 

Snbtranaada  a ion 

Total 

Interchange  Power 

Maral 

So.rtl. 

P^ata— 

Operating 

Eaarftr 

barer 

Daaand 

Poadar 

Xiao. 

fion  aad 

Zx^mnmmu  ±/  Co^poa*xxt 

Cevoust 

Covenant  Covenant 

Pan Cary 

Coop. 

VXAPCo. 

foal  and  Xntarotentfa  Pamr 

— FH - 

$  4  996  736 

*4  998  756 

Istaroteada  Punar 

127  235 

127  235 

Otter  Xxpanaa 

(2  791)  (2  791) 

Pirn  tele 

93  9<I6 

*93  846 

Production  Plant 

Operation 

794  668 

1 

794  668 

miatanaaoa 

651  488 

* 

651  488 

Trananlaa  Ion  Plant 

CloarinS  lanA  and  Riiita-of^Uy 

- 

Structure*  and  I^promaanta 

— 

2/ 

Station  Xquipaant 

2  668 

1  784 

*  9 

*  26 

*  303 

Polaa  and  Jlrturaa 

1  500 

2/ 

673 

675 

152 

Orartead  Coodaoton  aad  Darioa# 

3  657 

y 

1  536 

1  687 

434 

DPdorjround  Condnlt 

1  507 

V 

510 

311 

TJadarJ  round  Conductor*  aid  tWricat 

5  186 

2  551 

1  537 

Qiatrlbutloa  Plant 

Strooturaa  ami  Tjaprornoanta 

45  396 

2/ 

2  215 

Station  Equipcaut 

290  779 

12  522 

254 

Polaa.  Tamm  and  rixturas 

152  486 

2/ 

85 

Orartead  Coodaoton  aad  Darioa* 

171  328 

y 

139 

Underground  Condnlt 

82  973 

1  903 

55 

Underground  Coadnotora  aad  Darlooa 

1Q1  451 

y 

4  950 

152 

Lina  Tranaf  omen  and  Drrioe* 

70  556 

Orartead  Sarrloaa 

17  123 

Cbdargrouad  Sarrloaa 

24  027 

Sarrloo  Equipment  on  Coat  naan  *  Praadee* 

687 

Hatara 

211  033 

Eaatallatieaa  on  Ca» toner*  *  Proadaaa 

9 

Orartead  Straat  Lidbtind  and  Signal  Syn. 

70  525 

Underground  Straat  Ligbti^  A  Signal  Sy*. 

.  193  664 

Straat  Lighting  tjalpoaot  In  Statioaa 

2  025 

Cat rcinl  aad  Praantiaa 

1  122  827 

Subtotal 

9  134  009 

5  023  200 

93  846 

651  489 

023  312 

2  371 

1  090 

2  358 

Adslmlatratira  and  Caaaral 

1  480  137 

240  019 

303  321 

874 

402 

869 

Total  Operating  tTpanaeo 

$20  614  746 

IS  023  200 

*93  »«6 

* 

091  307  *1  126  633 

*3  245 

*1  492 

*3  227 

Santa  A  Hjaoallanaani  Roeenuea 

ico't  610  Santa 

$  56  <726 

loo  *  t  614  Sarrlolag  Cnatoaaara  Znstal. 

26  011 

loo f  t  615  fUaoollaaaaua  Ramona 

6  455 

Adtla.  A  Caaaral  in  Abam  Aoooanta 

5  236 

* 

046  * 

1  072 

*  3 

*  1 

*  3 

Total  Adi anted  Operating  Xxpetue* 

*10  520  118 

*5  023  200 

*93  046 

* 

090  609  $1  125  561 

*3  242 

*1  491 

*3  224 

AUaoatiaa  of  Caaaral  Plant 

“Tsa - - - - 

*  888  136 

* 

144  020  * 

182  003 

*  524 

*  241 

*  521 

Otter 

5  535  406 

• 

097  621  1  134  361 

3  267 

1  502 

3  249 

Total 

$  6  423  542 

*1  041  641  *1  316  364 

*3  791 

*1  743 

*3  770 

sm  p»i*  XU- 22. 

Xa  ta  Pnaotlanal  Allocation  of  Xlaotrlo  flut.  il  l 

K*  nr *29 


m 


845 


ir-6 


HI! 


846 


4 


COO  Tolt  Otter  Owrtead  otecrfroul  3tr*rt  Otter  *•* 

rmutln  Swtetetlwi  Li»—  Ll— «  TtomTot— r«  terrlo—  WHm  VLgktint  Otlllmtl—  figgttg. 


$  1  899  $  7  875 

10  566  85  940 

$  >3  404 

51  657 

tU2  866 
71  471 

$137  265 


$  46  798 
72  055 
4  893 


1  720 

3  533 

6  794 

2  452 

1  658 

983 

$03  745 

4  960 

$111  880 

6  257 

$3  997 

$28  390 

1  $20  185 

$97  348 

$141  855 

$178  780 

$138  023 

$124  729 

$98  700 

$118  137 

$3  997 

$28  380 

__ 

■  i 

■  i  i  ■ 

■  ■ 

847 


SECTION  HL 
Supporting  Data. 
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POTOMAC  ELECTRIC  PO"/ER  COMPANY 

AVERAGE  m  RATE  BASS,  REVENUES,  EXPENSES  &  RETURN 
ESTIMATED  COST  IF  SERVICE  -  6  ITS,  ENDED  6-30--30 


a/o  100*1 
a/o  loo.l 
a/c  100,3 

I-  , 

»/o  241 
a/o  263 
'Vo  131 

‘  i/o  250 


AVERAGE  NET  RATE  BASE 

Eleotrlo  Plant j 
Lend 

Depreciable  Plant 
Construction  Work  in  Progress 

Contributions  &  Deposits 

Materials  &  Supplies 
Undepreciated  Rate  Base 
Depredation  Reserve 

Depredated  Rate  Base 


t  2  705  113 
157  852  999 
5  708  149 


(3  274  624) 
6  691  017 


$134  872  177 


>/o  600 
to  609 
i/o  612 


a/o  502 

a/o  610 
a/o  614 
a/o  615 

Vo  503 


REVENUES,  EXPENSES  AND  RETURN 

Operating  Revenues > 

Sales  of  Dleotrlo  Energy 
Penalties 


Operating  Expenses t 
As  per  Comptroller's  Report 
Less  l 

Rent  from  Eleotrlo  Property 
Servicing  Customer  Installations 
Miao*  Elec trio  Revenue 
Adjusted  Operating  Expenses 
Depreciation 

Real  &  Personal  Property  Taxes 
Payroll  &  Unemployment  Taxes 
Electrical  Energy  Taxes 
Gross  Reoeipts  Taxes 
Net  before  Inooas  Taxes 
Inoo me  Taxes 

Return  Earned* 


$  18  318  866 

162  063 
$  Id  480  929 

$  10  614  747 


59  836 
26  011 
8  781 
520  118 
980  020 
388  867 
53  839 
415  140 
598  367 


1  103  604 
$  3  420  974 


C»M»PJ 

8-31-50 


m-2 


m 


Aocount 

Kb 


Tital 
as  of 

12—31—49 


POTOMAC  ELECTRIC  POWER  COMPANY 

AVLRAGE  NET  ELECTRIC  PLANT 
6  MONTHS  ENDED  6-30-50 


Total 

as  of  Net 

6- -30-50  Additions 


Average  Net 

Average  Electrio  Plant 

Additions  6—30—50 


(1)  (2) 


(3)  (4)  (5) 


Balance  of  H.  T.  -/ 
Facilities  transferred 
from  Transm  to  Dist 

(6) 


Ad 


Av 


Net 


justed 

erage 

Elec  Plant 


1(7) 


302 


$ 


250.00  $  250.00 


$ 


$  250.00 


$  250.00 


310 

$  779  535.22 

$  779  535.22 

- 

— 

$ 

779  535.22 

311 

12  121  542.32 

12  891  065.24 

$  769  522.92 

384  761.46 

12 

506 

303.78 

312 

20  310  133.77 

23  866  194.18 

3  556  060.41 

1  778  030.20 

22  088  163.97 

314 

15  579  330.16 

18  939  134.22 

3  359  804.06 

1  679  902.03 

17 

259 

232.19 

315 

9  330  625.55 

10  510  857.15 

1  180  231.60 

590  115.80 

9 

920 

741.35 

316 

418  273.65 

463  375.40 

45  101.75 

22  550.88 

440 

824.53 

Prod.  Plant-Steam 

$58  539  440.67 

$67  450  161.41 

$8  910  720.74 

$4  455  360.37 

$62  994 

,801.04 

340 

$  219  141.82 

$  380  493.12 

$  161  351.30 

$  80  675.65 

$ 

299 

817.47 

341 

168  745.35 

175  126.35 

6  381.00 

3  190.50 

171 

935,85 

342 

— 

1  739.34 

1  739.34 

869.67 

869.67 

343 

2  429  062.81 

3  674  859.18 

1  245  796.37 

622  898.18 

3 

051 

960.99 

344 

60  908.85 

60  908.85 

— 

— 

60 

908.85 

345 

206  151.12 

238  152.26 

32  001.14 

16  000.57 

222 

151.69 

346 

259  402.09 

304  087.43 

44  6*5.34 

22  342.67 

281 

744.76 

347 

1  063  784.94 

1  342  786.36 

279  001.42 

139  500.71 

1 

203 

285.65 

348 

1  238  406.14 

2  122  177.12 

883  770.98 

441  885.49 

1 

680 

291.63 

349 

1  697.88 

1  697.88 

— 

— 

1 

697.88 

Transmission  Plant 

$  5  647  301.00 

$  8  302  027.89 

$2  654  726.89 

$1  327  363.44 

$  6  974 

664.44 

350 

$  554  127.83 

$  576  749.32 

22  621.49 

11  310.74 

565 

438.57 

351 

1  482  110.53 

1  538  190.19 

56  079.66 

28  039.83 

1 

530 

150.36 

352.1 

10  015  502.77 

10  320  950.72 

305  447.95 

152  723.98 

10 

168 

226.75 

352.2 

199  009.53 

202  912.57 

3  903.04 

1  951.52 

200 

961.05 

354 

6  251  622.35 

6  579  362.77 

327  740.42 

163  870.21 

6 

415 

492.56 

355 

4  995  247.28 

5  210  775.54 

215  528.26 

107  764.13 

5 

103 

011.41 

356 

16  047  262.07 

16  732  450.02 

685  187.95 

342  593.98 

16 

389 

856.05 

357 

13  895  825.76 

14  303  157.35 

407  331.59 

203  665.80 

14 

099 

491.56 

358 

8  892  106.27 

9  133  315.54 

241  209.27 

120  604.64 

9 

012 

710.91 

359.1 

3  191  745.82 

3  465  831.41 

274  085.59 

137  042.80 

3 

328 

788.62 

359.21 

2  991  998.82 

3  065  267.51 

73  268.69 

36  634.34 

3 

028 

633.16 

359.22 

2  056  125.74 

2  137  248.49 

81  122.75 

40  561.38 

2 

096 

687.12 

359.3 

348  403.40 

347  665.52 

(  -737.88) 

(  -368.94) 

348 

034.46 

360 

5  661  615.16 

5  769  555.61 

107  940.45 

53  970.22 

5 

715 

585.38 

361 

181  413.41 

245  000.13 

63  586.72 

31  793.36 

213 

206.77 

363.1 

1  671  056.55 

1  777  260.81 

106  204.26 

53  102.13 

1 

724 

158.68 

363.2 

4  044  400.70 

4  160  074.59 

115  673.89 

57  836.94 

4 

102 

237.64 

363.3 

142  183.89 

142  183.89 

— 

— 

142 

183.89 

Las -0*1  but  ion  Plant  $82  621  757.88 

$85  707  951.98 

$3  086  194.10 

$1  543  097.06 

$84  164 

854.94 

(6  708.00) 

S40  078.00) 
39  046.00) 
93  176.00) 
(4  902.00) 

(183  910.00) 


6 

708.00 

40 

078.00 

39 

046.00 

93 

176.00 

4 

902.00 

183  910.00 


779 

12  &)6 
22  688 
17  259 
9  920 


535.22 

303.78 

163.97 

232.19 

741.35 

824.53 


62 


801.04 


817.47 

935.85 

869.67 
252.99 

908.85 
073.69 

698.76 
109.65 

389.63 
697.88 
754.44 

438.57 
150.36 
934.75 
961.05 

570.56 
057.41 
032.05 

393.56 
710.91 
788.62 
633.16 
687.12 
034.46 
585.38 

206.77 

158.68 

237.64 

_ 183.89 

84  348  764.94 


KW  8/31/50 


1/  See  page 
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POTOMAC  ELECTRIC  POSTER  COMPANY 

AVERAGE  NET  ELECTRIC  PLANT 
6  MONTHS  ENDED  6-3Q-5Q 


Aooouat 
’  No„ 

Total 

as  of 

12-31-49 

Total 
as  of 

6-30-50 

Not 

Additions 

Average 

Additions 

Average  Net 
Eleotrlo  Plant 
6-30-50 

- 

(1) 

(2) 

(3) 

(«> 

(5) 

►  370 

$ 

888  136.05 

$ 

888  136.05 

$ 

- 

$ 

$  888  136.05 

371 

3  005  635.46 

3  005  203.83 

( 

-»31.63) 

{  -215.82) 

3  005  419.64 

t 

746  046.70 

796  802.30 

50  755.60 

25  377.80 

771  424.50 

373 

674  757.31 

690  105.02 

15  347,71 

7  673,86 

682  431.17 

374 

101  827.38 

128  037.33 

26  209.95 

13  104.98 

114  932.36 

375 

82  366.19 

89  034.82 

6  668,63 

3  334.32 

85  700.51 

376 

238  703.01 

246  427.82 

7  724.81 

3  862.40 

242  565.41 

V  377 

261  344.41 

279  245.73 

17  901.32 

8  950,66 

270  295.07 

*  -  378 

338  587.06 

| 

348  532,49 

9  945.43 

4  972.72 

343  559.78 

<  *  379 

17  986.95 

20  167.87 

2  180.92 

1  090.46 

19  077.41 

"(ieneral  Plant 

$ 

6  355  390.52 

$ 

6  491  693.26 

$ 

136  302.74 

$  68  151.38 

$  6  423  541.90 

Leotrio  Plant  $153,164,140.07  $167  952  084.54  $14  787  944.47  $7  393  972.25  $160  558  112.32 


m-4 


852 


,r 


Aooeunt 

No 


(1) 

311 

312 

314 

315 

316 


POTCMAC  ELECTRIC  POWER  COMPANY 

AVERAGE  NET  CONSTRUCTION  WORK  IN  PROGRESS 
6  MONTHS  ENDED  6/30/50 


Total  as  of  Deo  31 ,  1949 


Total  aa  of  Jttne  30 ,  1950 


300  Series  ±f 
Aooounts 

(2) 

$  421  219.53 
2  575  250.60 
2  566  841.97 
769  249.14 
9  006.17 


100,200,900  If 
Series  Aoots 

(3) 

$  79  470.28 

485  865.18 
484  278.75 
145  132.04 
1  699.17 


Total 

as  of  12/31/49 

(*) 

$  500  689.81 
3  061  115.78 
3  051  120.72 
914  381.18 
10  705.34 


300  Series  tJ 
Aooounts 

(5} 

$  29  719.21 

62  226.40 
11.60 
124.48 
86.90 


100,200,900  1/ 
Series  Aoots 

(6) 

$  78  965.54 

185  961.42 
25  709.03 
10  125.58 
381.18 


Total 

as  of  6/30/50 

(7) 

%  108  684.75 
248  187.82 
25  720.63 
10  250.06 
468.08 


Net  Additions 


'£ 


(8) 

($  392  005.06 
(  2  812  927.96 
(  3  025  400.09 
(  904  131.12 
(  10  237.26) 


V  See  page,  HI-5 
2/  See  page,  III-6 
3/  Col  7  Minns  Col  4 
A/  Col  4  plus  Col  9 


HAW  Jr 
9/6/50  ~ 


Average 

Additions 


(») 

($  196  002 

1  406  463 
1  512  700.04 
452  065.56 
5  118.63) 


>.53) 

3.98) 


Production 

6  341  567.41 

1  196  445.42 

7  538  012.83 

92  168.59 

301  142.75 

393  311.34  (  7  144  701.49)  (  3  572  350.74) 

343 

863  398.49 

863  398.49 

138  394.39 

138  394.39  (  725  004.10)  (  362  502.05) 

345 

— 

— 

130.07 

130.07 

130.07 

65.03 

347 

248  712.81 

2  293.08 

251  005.89 

276  643.28 

21.12 

276  664.40 

25  658.51 

12  829.26 

348 

447  759.27 

5  987.17 

453* 746.44 

519  330.13 

2  279.80 

521  609.93 

67  863.49 

33  931.74 

Transmission 

1  559  870.57 

8  280.25 

1  568  150.82 

934  497.87 

2  300.92 

936  798.79  (  631  352.03)  (  315  676.02) 

351 

52  660.78 

52  860.78 

29  661.53 

29  661.53  (  23  199.25)  (  11  599.63) 

352.1 

119  603.06 

119  603.06 

271  754.13 

271  754.13 

152  151.07 

76  075.54 

354 

23  820.74 

23  820.74 

14  090.70 

14  090.70 

9  730.04)  | 

[  4  865.02) 

355 

49  572.39 

49  572.39 

26  803.39 

26  803.39 

22  769.00) 

11  384.50) 

356 

190  833.65 

190  833.65 

18  180.55 

18  180.55 

172  653.10)  | 

86  326.55) 

357 

119  958.98 

119  958.98 

17  998.32 

17  998.32 

101  960.66)  | 

50  980.33) 

358 

2  578.86 

2  578.86 

3  867.82 

3  867.82 

1  288.96 

644.48 

359.21 

72*00 

72.00 

— 

— 

72.00)  ( 

36.00) 

363.1 

7  104.81 

7  104.81 

667.15 

667.15 

6  437.66)  | 

3  218.83) 

363.2 

29  844.00 

29  844.00 

— 

- 

29  844.00)  ( 

14  922.00) 

Distribution 

596  249.27 

596  249.27 

383  023.59 

383  023.59  | 

[  213  225.68)  | 

[  106  612.84) 

378 

305.60 

305.60 

445.01 

445.01 

139.41 

69.70 

General 

305.60 

305.60 

445.01 

445.01 

139.41 

69.70 

Total 

$8  497  992.85 

$1  204  725.67 

$9  702  718.52 

■saeaauMsa 

$1  410  135.06 

$303  443.67 

$1  713  578.73  I 

($7  989  139.79)  ($3  994  569.90) 

c2 


verage  Net  - 
nst  Work  in 


i  ™‘ 

(10) 

1 

$  304 

687.28 

1  654 

651.80 

].  538 

420.68 

462 

315.62 

5 

586.71 

•1  965 

662.09 

500 

896.44 

65.03 

263 

835.15 

!  487 

678.18 

1  252 

474.80 

1 

1 

41 

261.15 

195 

678.60 

18 

955.72 

38 

167.89 

104 

507.10 

68 

978.65 

3 

223.34 

36.00 

3 

885.98 

14 

922.00 

489 

636.43 

375.30 

375.30 

$5  708 

|  mm.rnm.ma 

148.62 

POTOMAC  ELECTRIC  POWER  COMPANY 

CONSTRUCTION  WORK  IN  PROGRESS 
PERIOD  12/31/49  TO  6/30/50 


Working  Funds 
Aocts  Reo-Cust 
Aocts  Reo-Mis© 

Mat  &  Sup-Gen* 

Other  Work  in  Prog.Miso 
Misc  Suspense 
Accts  Payable-Soo  Seo 
Taxes  accrued 


Int  During  Const.  Cl 
Eng  &  Super  -Clearing 
P/R  Tax  -  Clearing 
Tool  Exp  —  Clearing 


Account 

Balanoe 

12/31/49 

1/50 

122 

10  000.00 

125.1 

22  331.55 

(1  276.56) 

125.21 

i 

131. 11 

15  511.60 

672.57 

145.2 

89  245.69 

(24  987.42) 

146.11 

13  132.39 

3  675.00 

222.31 

— 

(215.45) 

228 

— 

(829.80) 

311 

421  219.53 

(3  141.30) 

312 

2  575  250.60 

124  355.03 

314 

2  566  841.97 

(372  756.42) 

315 

769  249.14 

40  753.81 

316 

9  006.17 

2  252.11 

341 

342 

343 

863  398.49 

(1  406.08) 

345 

346 

347 

248  712.81 

45  895.45 

348 

447  759.27 

57  149.86 

351 

52  860.78 

7  411.79 

352.1 

119  603.06 

69  164.30 

354 

23  820.74 

(1  897.05) 

355 

49  572.39 

(17  659.72) 

356 

190  833.65 

(62  482.01) 

357 

119  958.98 

(90  663.28) 

358 

2  578.86 

(348.90) 

359.21 

72.00 

4.74 

359.22 

74.16 

363.1 

7  104.81 

(92.25) 

363.2 

29  844.00 

(29  844.00) 

372 

47.75 

374 

378 

305.60 

i 

906 

95  587.32 

i 

907 

816  653.94 

79  654.39 

908 

11  799.16 

2  846.51 

910 

130  464.02 

10  015.49 

9  702  718.52 


(163  632.28) 


III-5 

Monthly 

Activity 

2/50 

3/50 

4/50 

C 

(3  505.65) 

451.16 

(18  000.50) 

809.20 

10  841.76 

c 

609.20 

299.83 

629.45 

(: 

13  684.97 

(22  282.99) 

(7  885.76) 

(is 

2  970.00 

2  800.00 

3  137.58 

(21 

(127.57) 

342.16 

(93.26) 

(618.22) 

1  448.02 

(475.76) 

11  930.64 

18  520.33 

66  556.00 

V 

76  530.66 

129  794.49 

121  738.96 

66 

71  795.07 

37  172.41 

14  237.61 

7$ 

31  655.87 

26  318.98 

18  870.04 

2S 

1  292.63 

1  854.52 

1  795.72 

1.00 

1  245.05 

16  522.42 

54  107.13 

(121  255.94) 

89 

1  735.19 

14 

2 

14  602.52 

60  809.50 

(148  972.67) 

93 

90  140.88 

140  712.01 

(471  901.18) 

169 

(10  273.93) 

7  761.67 

(44  666.43) 

6 

(32  922.02) 

140  707.85 

(191  914.69) 

131 

(6  361.22) 

(33.58) 

(9  061.44) 

6 

(13  514.18) 

222.34 

(3  320.93) 

mm 

(1  134.74) 

296.73 

(109  642.45) 

1 

3  000.20 

1  301.71 

(5  367.37) 

(275.09) 

(567.08) 

2  499.21 

25.83 

.64 

(103.21) 

85.19 

(159.35) 

1  088.46 

(8  101.02 

94.00 

603.20 

(340.41) 

102.84 

5.80 

20.00 

273.31 

(240.00) 

(90.66) 

(3  680.83) 

52  395.96 

111  155.10 

106  608.18 

137 

2  133.33 

1  886.04 

1  685.12 

1 

4  046.21 

8  144.64 

29  260.29 

7 

325  992.26 


724  825.46 


(764  323.04) 


854 


III-5 


Balance 

6/30/50 

10  000.00 

10  989.82 
13  531.09 
32  626.94 
6  703.49 


29  719.21 
62  226.40 
11.60 
124.48 
86.90 


138  394.39 
130.07 


Stone  &  Webster  Petty  Cash  Fund  )  These  accounts 
Transferred  to  125.21  in  Apr.395G)are  substantially 
Misc  Accts  Rec  Virginia  Electric 

Materials  &  Supplies  )plant  portion  was 

&i2J?22;k^,ac£r°fr?,&  v  *  M  )out  into  Service 
5aler  prorate$°to  7arSpusCJo^s?  ) in  June  1950 * 
Social  Seourity  Tax  )  These  Miso  Accts 

Taxes  accrued  jwill  bo  cut  over 

at  a  later  date. 

Distribute  in 
proportion  to 
production  accts 
for  Month  of 
June  1950 


276  643.28 
519  330.13 
29  661.53 
271  754.13 
14  090.70 
26  803.39 
18  180.55 
17  998.32 
3  867.82 

(Acct  906 ,  Interest  During  Construction  -  Clearing 
667.15  (  balance  6/30/50  for  $2#300.92  oovera  Little  jails 

(  66  Ev  Feeder  and  Should  be  distributed  on  basis 
of  Virginia  Const  Wk  in  Progress  accts  347  and 
<  (  348  as  of  June  30*  1950 -as  follows: 

445.0H  (  347  $  3  653.72 

2  300.92-  (  348  394  460.53 

224  290.44  ) These  Clearing  Accts  as  of  6/30/50  cover 

1  460.73  )  DC  projects  and  should  be  prorated  over 

1  540.24  )  production  accounts  above  as  of  6/30/50 


WED 

9/1/50 


1  713  578.73 


854 


IH-€ 


POTCMAC  ELECTRIC  POWER  COMPANY 

AVERAGE  NET  CONSTRUCTION  WORE  IN  PROGRESS  -  6  MO.  ENDED  6/30/50 
DISTRIBUTION  OF  MISCELLANEOUS  ACCTS . 


Balanoe 

12/31/49 

Balance 

6/30/50  Net  Additons 

Acct  # 

Production  1 

Accts  12/31/49 

Dist  of  Miso 
Accts  as 
of  12/31/49 

Production 
Aocts  Month 
of  June  1950 

Dist  of  Miso 
Accts  as 
of  6/30/50 

122  Working  Funds 

$  10  000.00  2/ 

$  10  000.00 

311 

$  421  219.53 

$  9  977.99 

$  529  845.21 

$  5  676.79 

125  Accts  Receivable 

22  331.55 

10  989.82 

312 

2  575  250.60 

61  003.42 

3  034  206.81 

32  508.64 

131.11  Mat  and  Sup.  General 

15  511.60 

13  531.09 

314 

2  566  841.97 

60  804.24 

2  396  891.44 

25  680.42 

145.2  Other  Work  in  Prog. -Mi so 

89  24S.69 

32  626.94 

315 

769  249.14 

18  222.24 

916  423.61 

9  818.61 

146.11  Mi  sc  Suspense 

13  132.39 

6  703.49 

316 

9  006.17 

213.34 

15  576.12 

166.88 

Total 

$150  221.23 

$  73  851.34 

Total 

$6  341  567.41 

$150  221.23 

$6  892  943.19 

$  73  851.34 

Net  Add! tons 


Average  Additions 


l/  As  of  12/31/49  these  accounts  are  prorated  over  production  acots  for  the  sane  period  of  12/31/49 


2/ 

As  of  6/30/50 

these  Miscellaneous  accounts 

are  made  up  of  Virginia  accounts 

only  whioh 

were  not  cut  over  with  the 

rest  of  the 

Potonao  River  Plant  project 

Work  in 

Progress  pending  cut  over  in 

near  future.  Prorated  on  production  acots  in  month  of  June  1950. 

9C6 

Int  During 

Const-Clearing— ^95  587.32 

2  300.92 

311 

1 

$  421  219.53 

$ 

5  799.11 

(6/30/50) 

312 

2  575  250.60 

35  454.58 

314 

2  566  841.97 

35  338.81 

315 

769  249.14 

10  590.58 

316 

9  006.17 

123.99 

Transmission  1 

(347 

166  557.93 

2  293.08 

$  3  653.72  $ 

a/cs.  Virginia  only  I 

(348 

434  879.11 

5  987.17 

394  460.53  2 

in  June  1950 ,  being  held  in  Construction 


21.1 2 
279.80 


Total  6  943  004.50 


$  95  587.32 


$398  114.25 


$  2  300.92 


3/ 

907 

908 
910 


As  of  12/31/49  Some  Interest  During  Construction  was  in  the  $2  Unit  Potomac  River  Plant  with  some  additional  also  in  the  66  Kv  Feeder  to  Little  Falls. 

This  portion  of  Construction  Work  in  Progress  is  in  preparation  to  Production  accounts  and  Transmission  Accts.  347  and  348  in  Virginia  only. 

The  balance  in  Construction  Work  in  Progress  as  of  June  30 ,  1950  is  for  the  66  Kv  Feeder  to  Little  Falls  and  is  distributed  to  347  and  348  in  Virginia  only. 


(Production  acots) 
(  as  of  6/30/50  ) 

Engr  &  Supervision  — 

3/ 

653.94 

$224 

290.44'  -f 

Clearing 

$816 

311 

$ 

421 

219.53 

$  63 

693.18 

$29  719.21 

73 

288.75 

Payroll  Taxes-Clearing 

11 

799.16 

1 

460.73 

312 

2 

575 

250.60 

389 

407.18 

62  226.40 

153 

452.78 

Tool  Expense-Clearing 

130 

464.02 

1 

540.24 

314 

2 

566 

841.97 

388 

135.70 

11.60 

28.61 

315 

769 

249.14 

116 

319.22 

124.48 

306.97 

Total 

$958 

917.12 

$227 

291.41 

316 

9 

006.17 

1 

361.84 

86.90 

214.30 

$6 

341 

567.41 

$958 

917.12 

$92  168.59 

$227 

291.41 

HAW  Jr. 
9/5/50 


3/  As  of  12/31/49,  907,  908  and  910  accts  oover  items  in  all 
As  of  6/30/50  only  DC  power  plants  are  included  in  these 
balance  12/31/49  on  basis  of  Production  acots  12/31/49; 
6/30/50  on  basis  of  Production  accts  as  of  6/30/50. 


three  power  plants, 
accts.  -  Prorate 
prorate  balanoe 


POTCMAC  ELECTRIC  POWER  COMPANY 


AVERAGE  NET  CONSTRUCTION  WORE  IN  PROGRESS 
JUNCTIONAL  ANALYSIS  0 T  CERTAIN  TRANSMISSION  AND  GENERAL  PLANT  ACCTS- 
AVERAGE  NET  AS  Of  JUNE  30.  1950 


Eftotrio  Plant  Aoot. 

«■ 

Total  as  of 
12/31/49 

Total  as  of 
6/30/30 

Net  Additions 

Average 

Additions 

.ransmiasion  Plant 

8343 

A  Power  Supply 

$  376  106.67 

$  7  685.16  | 

$368  421.51) 

{$184  210.75) 

Sub  Transmission 

487  291.82 

130  709.23  | 

356  582.59) 

(  178  291.30) 

a 

&>3  3S8.49 

1^8  394.39  | 

72b  004.10) 

{  lC>i  502.  c5) 

.8345 

Sou  Md  Eleo  Coop.. 

130.07 

130.07 

65.03 

>  Inc 

8347 

7  Sub  Transmission 

250  995.56 

276  654,07 

25  658.51 

10.33 
12  829.26 

8348 

Sub  Transmission 

453  756.77 

521  620.26 

67  863.49 

(10.33) 
33  931.74 

« 

^>tal  Transmission 

1  568  150.82 

936  798.79  (  631  352.03) 

(  315  676.02) 

\ 

noral  Plant 

* 

8378 

Power  Supply 

106.10 

106.10 

53.05 

Ife  Sub  Transmission 

305.60 

338.91 

33.31 

16.65 

1 

355753 

""  435.01 

5.39.41 

“55775 

$ 

’  tal  Transa.  and 
General 

Jk 

1  568  456.42 

937  243.80  {$631  212.62) 

($315  606.32) 

f 

Average  Not 
Construction 
Work  In  Progress 


191  895.92 
309  000.52 
500  896.34 


65.03 


263  835.15 


487  678.18 


1  252  474.80 


53.05 


322.25 

175733 


$1  252  850.10 


m-e 


m 


856 


POTOMAC  ETJCTP.IC  POWER  COMPANY 

AVERAGE  SET  CONSTRUCTION  WOPX  IN  PROGRESS 
mCTIONAL  ANALYSIS  0 T  CERTAIN  DISTRIBUTION  ACCGTfNTS  -  AVERAGE  NET  AS  Of  6/30/50 


Elflotrlo  Plant  Aoot 


Total  as  of  Total  aa  of  Average 

i?/3l/49  C/RO/50  Net  Additions  Additions 


Average 

Net  Construction 
Work  in 


uaast 


Distribution  plant 

~ss: - 

Sub  Trann miss ion 
*  Other  Substations 


♦8352 

p.  Sub  Transmission 
Other  Substations 


835  * 

Sub  Transmission 
Overhead  Lines 


8355 

a  Sub  Transmission 
Overhead  Lines 


*  8355 

Power  Supply 
<  Sub  Transmission 
Underground  Lines 


1 


8357 

Power  Supply 
Sub  Transmission' 
Underground  Lines 


Total  Distribution 
«» 


$  <2.779.55 
10  081.* 3 


6  668.95  ($  35  110.70) 


992.58 


21  780-94 

140  370.45 

?? 

822-22 

131  383.68 

Tty 

oCo»55 

271  754. Vi 

4  004.00 

23 

820.74 

10  086.70 

49  570  39 


5  738.71 
92  484.36 
92  610-58 
190  83  s* 


1  <06 >00 
8C  312.13 
?8 239,60 
HST555755 


4  273.00 


12  911. <5 


118  589.61 
33  561.46 


4  004.00 
13  734.04) 


4  273.00 


22  530-29  (  27  0*2. CO 

Tb  803.39  (  ~Yc  76$.&d 


378.95 
17  801.60 


17  998.32 
17  99d. 52 


5  738.71) 
92  105.41) 
74  808.98) 
I^TTilTIc) 


1  403-00) 
80  3il.?.8> 
20  241.<8) 


($18  055  .35)  $  24  724.;30 

6  455-72  16  536.85 

(  H  5^.63)  '  4l‘  2ST?r? 


59  294.81 
16  790,73 

75-C75.T* 


2  002.00 

6  867.02) 

Bd5,u2 


2  136.50 
(  13  5?1  00) 
(  TT3S4:5o) 


2  869.35 
46  052.71 
37  494*49 

eT&F.YS 


704.00) 
40  155.59) 
10  120.74) 

I5nS5.1T) 


81  075.65 
114  602.95 


2  002.00 

16  953.72 

IS  $55.72 

2  136.50 
36  C51.39 


2  869.36 
46  431*65 
55  206.09 

I^"55T.I3 


704^00 
40  355|59 
28  119 j 36 


$556  649.60  $378  488.62  ($178  160.98)  ($09  080.49)  $467  569.11 


BAN  Jr 
a?/»/50 


1 


857 


POTCKAC  £I£CTRIC  POWIR  CCHPAHY 

DISTRIBUTION  or  CXRTaIH  CONSTRUCTION  WCRI  IK  FROGRLSS  ACCOUNTS 
_  by  fumcticn  -  as  or  i*c  31,  wg _ 


Total 


Power 

Supply 


Sub  Other 

Tranaaiesion  Substation! 


Aooount  8343 


Alexandria  Power  Sta  $ 

45  KVA  Trane f.  at  Ben’g  & 

452  160.59 

$  226  060.30  $  226  060.29 

Mo ruing aide  Sub  *85 

150  026.37 

150  026.37 

66  XV  Feeder  to  Sub  12 

Tdr  6627  -  Sub  55  to  Key 

244  286.65 

244  206.65 

Bridge 

Carle rock  33  XV  Supply 

3  457.12 

3  457.12 

from  Sub  38 

13  467.76 

13  467.76 

Account  8345 

Account  8347 

Suadriee  Voucher  (Dietribu- 

“KT3OT.45 

■375^36167  487  291.62 

ted  to  Several  Aooounta) 

69  XV  Fir-Key  Bridge  to 

3  596.90 

3  596.90 

Daleoarlia  Sub  77 

69  XV  Fdr-Alexandria  to  ley 

29  807.19 

29  807.19 

Bridge— Fdr  6616 

2  932.02 

2  932.02 

66  XV  Fdr  to  Sub  12 

69  XV  Fir— Alexandria  to 

8  615.23 

8  615.23 

Xey  Bridge-Fir  6626 

Fdr  6627— Sub  55  to  Xey 

163  308.25 

163  308.25 

Bridge 

317.71 

317.71 

Fdr  6627-Sub  55  to  Sub  12 

Pdr«  6626,  6627-66  XV  Line 

10  093.62 

10  093.62 

from  Sub  55  to  Sub  25 

30  031.56 

30  031.56 

Account  8348 

64  XV  FAr-Al exandrla  to  Xey 

246  762.46 

248  702.46 

Bridge— Fdr  6616 

158  707.47 

158  707.47 

66  XV  Fdr  to  Sub  12 

69  XV  Jlr- Alexandria  to  ley 

8  354.49 

8  354.49 

Br-Fdr  6626 

Fdr  6627-Sub  55  to  Xey 

254  111.69 

254  111.69 

Bridge 

22  059.95 

22  059.95 

Fdr  6627-Sub  55  to  Sub  12 

4  536.00 

4  536.00 

Aooount  8378 

69  XV  Fdr-Aiexandria  to 

447  766.63 

'  447"763.63 

ley  Bdg-Fdr  6616 

34.12 

34.12 

66  XV  Fdr  to  Sub  12 

69  XV  Fdz— Alexandria  to  Xey 

68.53 

68.53 

Bdg— Fir  6626 

118.05 

118.05 

Fdr  6627-Sub  55  to  Xey  Bridge 

46.90 

46.90 

Fdr  6627-Sub  55  to  Sub  12 

38.00 

38.00 

MS 

305.60 

- 355133 

100,200  and  900  Serlea  Account! 

Lie tribute!  to  Acot  8347 

'  (Pg  UI-6) 

Distributed  to  loot  8348 

2  293.06 

2  293.08 

(Pg  III— 6) 

5  987.17 

5  987.17 

8  283*25 

- r 283.25 

m-9 


Overhead 

LImi 


*1  566  456.42  $376  106.67  $1  192  349.75 


in-io 


858 


POTCMAC  ELECTRIC  POWER  COMPANY 

DISTRIBUTION  OF  CERTAIN  CONSTRUCTION  WORK  IN  PROGRESS  ACCOUNTS 
BY  FUNCTION  —  AS  OF  JUNE  30*  1950 _ 


Total 


Power 


Sub 

Transmission 


Other  Overhead 

Substations  Lines 


Underground 

Lines  SMECoo? 


Account  8343 

-69  KV  Fdr  —  Key  Bdg  to  Daleoarlia  Sub  77 
Blue  Plains  66/13  KV  Substation  Switchgear 
Little  jails  -  Sub  77 


$  10  793*10 
7  685*16 
119  916*13 

138  394.39 


$7  685.16 


7  685.16 


$  10  793* 1C 


119  916.13 


130  709.23 


Account  e345 


M4  6fc  KV  Line  —  Sub  84  to  SMECoop*  Inc. 

Aooount  8347 

DC  69  KV  Fdr  -  Key  Bdg  to  Daleoarlia  Sub  77 

Va  69  KV  Tdr  —  Alexandria  to  Key  Bdg  —  Fdr  2*6616 


130.07 


272  979.23 
3  653.72 

276  632.95 


272  979.23 
3  653.72 

276  632.95 


$130.07 


Aooount  8348 


DC  69  KV  Fdr  —  Key  Bdg  to  Daleoarlia  Sub  77 

Va  69  KV  Fdr  —  Alexandria  to  Key  Bdg  -  Fdr  6616 


124  879.93 
394  460^53 

519  340.46 


124  879.93 
394  460.53 

519  340.46 


Aooount  8378 


69  KV  J'dr-  Key  Bdg  to  Daleoarlia  Sub  77 
Supervising  Equipment  at  Sub  84 
Relocate  2-33  KV  and  5-4  KV  Fdrs  in  Bethesda 
69  KV  Fdr —  Alexandria  to  Key  Bdg  -  Fdr  6616 


52.79 

106.10 

252.00 

34.12 

445.01 


106.10 


106.10 


52.79 

252.00 

34.12 

338.91 


Aooount  8906  (Int  Pur 

Distributed  to  8347 
*  •  8348 


Const! 


IS  ! 


21.12 

2  279.80 

2  300.92 


21.12 

2  279.80 

2  300.92 


$937  243.80  $7  791.26  $929  322.47 


$130.07 


y  Little  Falls  Substation  *77 


in-ii 

POTCMA.C  ELECTRIC  POrfER  COMPANY 


DISTRIBUTION  OF  CERTAIN  CONSTRUCTION  WCRX  IN  PROGRESS  ACCOUNTS 
BY  FUNCTION  —  AS  OF  DEC.  31,  1949 


Total 

Power 

Sub 

Other 

Overhead 

! 

Supply 

Transmission 

Substations 

Lines 

Account  8351 

DC 

69  XV  Fdr  to  Sub  12 

$  42  779.65 

$42  779.65 

DC 

Congress  Heights  —  Sub  64 

1  616.83 

$  1  616.83 

Md 

Brentwood  —  Sub  81 

8  464.30 

8  464.30 

52  860.78 

42  779.45 

10  081.13 

Aooount  8352 

Md 

White  disk  -  Sub  74 

198.79 

198.79 

tid 

Land  over  —  Sub  80 

1  179.42 

1  179.42 

DC 

69  XV  Fdr  to  Sub  12 

21  255.17 

21  255.17 

DC 

Congress  Heights  -  Sub  64 

38  650.75 

38  650.75 

Md 

Wheaton  -  Sub  75 

16  527.06 

16  527.06 

Md 

Braaohville  to  White  Oak 

11  967.16 

11  967.16 

Md 

Brentwood  —  Sub  81 

18  626.65 

18  626.65 

DC 

13.2  XV  Fdr.  —  Sub  13  to  Soldiers  Home 

2  026.27 

2  026.27 

DC 

Card© rock  —  33  XV  Supply  from  Sub  38 

(13  467.76) 

(13  467.76) 

Md 

Lakeland  —  Sub  82 

21  743.58 

21  743.58 

DC 

A  Md  Sundries  Voucher 

895.97 

895.97 

119  603.06 

±L  760.84 

97  822.23 

Aooount  8354 

Mi 

Betiiesda  Street  Widening 

14  134.80 

$14  134.80 

Md 

Southeast  Md.  Primary  Netwk 

438.61 

436.61 

Md 

Brentwood  —  Sub  81 

5  058 t 04 

5  058.04 

Md 

Bethesda  Primary  Netwk 

1  094.92 

1  094.92 

Md 

Lakeland  -  Sub  82 

3  094.37 

3  094.37 

23  820.^4 

23  820.V4 

Aooount  8355 

Md 

Bethesda  Street  Widening 

15  192.11 

15  192.11 

Md 

Southeast  Md.  Primary  Netirk 

615.30 

615.30 

Md 

Brentwood  —  Sub  81 

9  333.54 

9  333.54 

Md 

Bethesda  Primary  Netwk 

5  079.66 

5  079.66 

Md 

Lakeland  Sub  82 

19  351.78 

19  351.78 

“59T72V35 

49' 575:39 

Aooount  8356 

DC 

“35  rivi  Trans  f.  at  BenTg  *-  M^rnVngt  jj-rr 

5  738.71 

$5  738.71 

Md 

Bethesda  Street  Widening 

59  225.91 

Md 

Brentwood  -  Sub  81 

117.33, 

DC 

92  484.36 

92  484.36 

DC 

X  Street  Elevated  Highway 

812.43 

DC 

Const.  Are.  Bet.  3rd  NW  &  Del  Av»  N.£. 

32  454.91 

190  833.65 

6  738.71 

92  484*36 

HAW  JT 
9/7/50 


Ubdexgrot 

Lines 


$59  225* 
117. 

812. 
32  454. 

92  CTK 


III-ll 


mss  ACCOUNTS 


Sub  Other 

i  Trains  ^alon  Substation* 

$42  779*  <55 

$  1  616*83 
8  464*30 
42  779.65  10  081.13 


198*79 


1 

179.42 

21 

255.17 

38 

650.75 

16 

527.06 

11 

967.16 

18 

626.65 

2 

026.27 

(13 

467.76) 

21 

743.58 

Overhead  underground 

Lines  Lines 


Aooount  8357 

DC  45  MVA  Trans f  at  8«n*g  & 
Mornings ide 

Md  Bethesda  Street  WlcLenisg 
DC  13*2  £V  fdr*  Sub  13  to 
Soldiers  Rome 

DC  r  Street  Elevated  Highway 
DC  Const*  Ave  Bet*  3rd  NW  & 
Del  Ato  N.E* 


Total 


Power 

Snpply 


Sub 

Trans  miss ion 


%  1  408*00  $1  406.00 

14  364*26 

80  311*18  $80  311.18 

1  042.57 

22  032.97 

IIS'  355*36  rw.«  66  3H.T5 

$556  649*60 


895.97 

21  780*84  97  822^22 


$14  134.80 
438.61 
5  058.04 
1  094.92 
3  094.37 

2T626.74 


I 


\ 


15  192.11 
615.30 
9  333.54 
5  079*66 
19  351.78 
4£  572*39 


.71 

92  484*36 

E2T  ^"^36 


$59  225.91 
117.33 

812*43 
32  454.91 

9?  510.55 


underground 

Lines 

$14  364^6 

1  042.57 

22  632*97 
38  Zdtit  M 


888  888^8  888^8  88888888  8888 
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PQTCMAC  ELECTRIC  POWER  COMPANY 

DISTRIBUTION  OF  CERTAIN  CONSTRUCTION  WORE  IN  PROGRESS  ACCOUNTS 
_ BY  FUNCTION  -  AS  OF  JUNE  30*  1950  _ 


Total 


Power 

Supply 


Sub 

Transmission 


Other 

Substations 


Overhead 

Lines 


Underground 

Lines 


Acoount  8351 

Co  Eg  re  s  a  Heights  —  Sub  *64 
69  XV  Feeder  -  Key  Bridge  to  Sub  77 
13*2  £7  Switchgear  for  Xingswood  Sub  85 
Wheaton  —  Sub  75 


$  11  864.14 
5  576.42 
1  092.53 
11  128.44 
29  661.53 


5  576.42 
1  092.53 


$  11  864.14 


11  128.44 


Account  8352.1 
‘  Congress  HeightB  —  Sub  64 
69  XV  Feeder  —  Key  Bridge  to  Sub  77 
Little  lulls  —  Sub  *7 7 
Branohville  to  Whitecak 
13.2  £7  Switchgear  for  Xingswood  Sub  85 
Queens  Chapel  —  Sub  *7 
Wheaton  —  Sub  75 

Rockville  Sub  —  33  £7  Line  to  Rockville 


22  616.83 
9  824.61 
39  702.47 
46  634.18 
9  276.82 
361.43 
108  405.42 
34  932.37 


9  824.61 
39  702.47 
46  634.16 
9  276.82 


34  932.37 


22  616.83 


361.43 
108  405.42 

K1-553TS5 


Aooount  8354 

a  33  £7  Fdr  *960  from  Sub  77  to  Sub  15,  Tie  to  Fdr  961 
Establish  H.  T.  Fdr  703  and  4  £7  Fdra  269,  270,  271 
Southeast  Primary  Network 
Relocate  2—33  £7  and  5-4X7  Fdra  —  Bethesda 


4  004.00 
2  224.59 
1  551.31 
6  310,80 
14  090.>0 


4  004.00 


2  224.59 
1  551.31 
6  310.80 


Acoount  8355 


Id  33  KV  Fdr  *960  from  Sub  77  to  Sub  15,  Tie  to  Fdr  961  4  273.00 

Eat  H.  T.  Fdr  703  and  4  £7  Fdra  269,  270,  271  2  676.00 

Southeast  Primary  Network  3  448.23 

Relocate  2—33  £7  and  5—4  £7  Fdra  —  Bethesda  16  406.16 

26  803.39 

Account  8356 

~ i»t  H.  T.  Fdr  *703  and  4  £y  Fdra  269,  270,  271  4  360.39 

Feeder  *106  from  Sub  6  to  Chelsea  Lane  378.95 

Relooate  2-33  XV  and  5-4  XV  Fdra  Bethesda  13  441.21 


4  273.00 


4  273.00 


378.95 


2  676.00 
3  448.23 
16  406.16 
22  530.39 


4  360.39 

13  441.21 
17  801.60 


Aooount  8357 

“list.  H.  T.  Fdr  *703  and  4  XV  Fdra  269,  270,  271 
Relocate  2-33  XV  and  5-4  XV  Fdrs  -  Beth 


550.00 
17  448.32 


550.00 
17  448.32 
17  998.S 


378  488.62 


155  695.35 


154  376.26  32  617.09 


3^  799.92 


HAW  JT 
9/7/50 


861 
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POTOMAC  ELECTRIC  POWER  COMPANY 

CONSTRUCTION  WORE  IN  PROGRESS  -  PERIOD  ENDED  DEC  31,  1949 
BY  PROJECTS  ~  ACCTS  8343,  6345,  8347,  8346,  8378  (Tranemlaelon  A  Gen*l  Plant) 


Projeot 

Job 

Aoot 

Amount 

12/31/49 

69  XV  Mr  -  lay  Bridge  to  Daleoarlia  Sub  77 

34200 

8347 

t  29  807.19 

$  29  607.19 

Sundries  (Sub  Transmission) 

73-43 

8347 

3  596.90 

141-70  8343  $  586.94 

112-172  •  826-83 

73-43 

8343 

1  413.77 

5  010.67 

1"  413.77 

Alexandria  Power  Sta  —  Unit  fZ 

67-201 

5343 

223  120.55 

223  120.55 

69  XV  Mr.  -  Alexandria  to  lay  Bridge  Mr  6616 

34836 

5347 

2  532.02 

34836 

5348 

158  707.47 

34Q36 

5378 

34.12 

161  673.61 

( Trane f erred  to  67-201  5343 

Sundries  2  -  step  up  Transformers) 

73-43 

5343 

229  040.04 

229  040.04 

45  MVA  Transformer  at  Banning  and 

141-70 

8343 

136  011.07 

Moroingeide  Sub  >85 

141-71 

8343 

13  428.36 

149  439.43 

66  XV  Jaeder  to  Sub  12 

31390 

8347 

6  537,75 

31390 

8348 

4  208.49 

31390 

8378 

34.53 

112-172 

8343 

243  459.82 

36231 

8347 

2  077.48 

36231 

8348 

4  146.00 

1 

36231 

8378 

34.00 

260  498.07 

69  XV  Peeder  -  Alexandria  to  lay  Bridge  — 

Mr  6626 

34835 

5347 

3  351.15 

34835 

5348 

232  866.62 

| 

34835 

5378 

118.05 

| 

34837 

5347 

86  141.61 

34837 

5348 

21  245.07 

36516 

5347 

73  815.49 

417  537.99 

Sub  55  to  Xey  Bridge  -  Mr  >6627 

155-55 

5343 

3  457.12 

34838 

5347 

317.71 

34838 

5348 

22  059.95 

34838 

5378 

46.90 

25  881.68 

Carderook  33  IV  Supply  fr om  Sub  38 


138-90  8343  13  467,76  13  467.76 


862 


m-14 


t 


POTOMAC  ELECTRIC  POWER  CQ1PAMY 

CONSTROCTICH  WORT  15  PROGRESS  -  PERIOD  ENDED  DEC  31,  1949 
BY  PROJECTS  ~  ACCTS  8343,  8345,  8347,  8348,  8378  (TRANSM  AMD  GE5  PLANT) 


4  Projeot 


Sub  55  to  Sub  12  -  Mr  6627 


Job 


Xoot  -Inount  12/31/49 


34  366 


66  I V  Feeder  -  Sub  55  to  Sub  25  31  731 

(Feeders  6626  and  6627) 

\  Total 

100,  200  and  900  Series  aoota 
Total 


8347 

8348 
8378 

8347 


$10  093.62 
4  536.00 
38.00 

30  031.56 


$  14  667.62 


30  031.56 


1  560  176.17 
8  280.25 
1  568  456.42 


8343 

8345 

8347 

8348 
8378 

100,  200  and  900 
Series  aoots 

Total 


$  863  398.49 

248  702.48 
447  769.60 
305.60 

8  280.25 

1  568  456.42 


Short  10.33 
Over  10.33 


Ia&ots  detail  of  Jobs  by  projects  from  Gen  '1  Aootg.  Dept  Reoords. 


r.l.W.  Jr 

-/8/50 


ni-i5 


$ 

► 


868 


POTCMAC  ELECTRIC  POUR  CCHPAKY 

COHSTROCTICH  WORT  IK  PROGRESS  -  PERIOD  IKIED  JURE  30,  1950 
BY  PROJECTS  -ACCIS  8343,  8345,  8347,  8348,  8378  (Transmission  A  Gan»l  Plant) 


* 

A 


4 


* 

x 


A 


P 


Projeot 

Job 

Aoot 

Amount  6/30/50 

69  IV  Feeder  -  Key  Bridge  to  Sub  77 

177-51 

8343 

$  6  078.94 

(Daleoarlia) 

177-55 

8343 

4  714.16 

34200 

8347 

29  9.14-25 

37206 

ew 

152  027.69 

37490 

e547 

35  92S.76 

36231 

6347 

5  106,53 

37206 

8347 

94  284.52 

36231 

8348 

30  595.41 

36231 

8378 

34.00 

37206 

8378 

18.79 

$408  705.05 

Superrising  Equipment  at  Sub  84 

62-498 

8378 

106.10 

106.10 

Blue  Plains  Area  66/13  17  Subata. 

Sir*  Gear 

183-53 

8343 

7  685.16 

7  685.16 

Little  nil*  -  Sub  77  1/ 

177-53 

8343 

117  202.04 

177-54 

8343 

2  714.09 

119  916.13 

Relooate  2-33I7and5-4JC7  Wrs 

In  Be  the  a  cla 

36808 

9378 

252.00 

252.00 

66  £7  Line  —  Sub  84  to  S.M.E.  Coop. 

37207 

9345 

130,07 

130.07 

69  XV  Idr  -  Alexandria  to  ley  Bridge  — 

Fdr  *6616 

34836 

5347 

3  653,72 

■ 

5348 

394  460.53 

e 

5378 

34.12 

398  148.37 

Total 

$934  942.68 

1/  Little  Fell*  —  Sub  77  —  Int*  During  Construction  (8906) 

2  300.92 

$937  243.60 

8343 

$138  394.39 

8345 

130.07 

6347 

276  632 '93 

Short  10*33 

83**3 

519  340.46 

Orer 

10.33 

8373 

4*5,01 

8906  Little  lUli  -  Sub  77  2  300.92 


I  HAM  jr 
r  9/7/50 

Above  detail  of  Jobe 


$937  2d.  80 


by  project*  from  Gen  Aoctg  Dept  Reoords. 


A 


POTOMAC  EUCCBUC 


POWER  OOMPAHT 

CCBSTROCTICH  WCRT  JH  PROGRESS  -  PERIOD  EBBS  JOBE  30,  1950 
BY  PROJECTS  ~  AC CIS  351  fflRU  357  (DISIRIBOTICB) 


Projaot 


loot 


Coagross  Haights 

164-52 

8351 

611  864.14 

164-53 

8352.1 

22  616.83 

69  Ff  fMdir  —  lay  Bridgs  to  Sob  77 

177-50 

8351 

5  576.42 

177-56 

8352.1 

9  824.61 

33  IV  TMdar  *960  from  Sab  77  to 

37206 

8354 

1  543.00 

Sab  15  With  tio  to  Psodsr  *961 

• 

8355 

2  389.00 

■ 

9354 

2  461.00 

a 

9355 

1  884.00 

Establish  B.  T.  rdr.  |t703  and 

37544 

8354 

2  224.59 

4  17  Mrs.  *269,  270.  271 

8355 

2  676.00 

8356 

4  360.39 

8357 

550.00 

Littls  Mils 

177-52 

8352.1 

39  702.47 

Soatbsast  Primary  Kstwork 

36044 

9354 

1  551.31 

9355 

3  446.23 

Bra  no  brill,  to  Whltooak 

169-65 

9352.1 

20  259.31 

169*66 

9352.1 

18  048.53 

169-67 

9352.1 

6  326.34 

13.2  17  Switehgsar  for  Xlagswood 

185-51 

9351 

1  092.53 

Sab  *85 

185-52 

9352.1 

9  183.24 

185-53 

9352.1 

84.69 

185-54 

9352.1 

8.89 

Qnoens  Cbapol 

107-53 

9352.1 

361.43 

Whoa ton 

175-55 

9351 

11  128.44 

175-51 

9352.1 

22  446.87 

175-52 

9352.1 

3  358.65 

175-54 

9352.1 

82  599.90 

Ibodor  |CL06  from  Sob  6  to 

36467 

9356 

378.95 

i  Cbs  lsoa  Lane 


i 


iii-AO 


(t/xfiso) _ 

$  34  460.97 
15  401.03 

6  277*00 

| 

9  810.96 
39  702.47 

4  999*54 

<«  634.18 

10  369.35 
361.43 

119  533.86 
378.95 


865 


t 


r 
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POTCHAC  ELECTRIC  POWER  COMPANY 

CONSTRUCTION  WORT  IN  PROGRESS  -  PERIOD  ENDED  6/30/50 
BY  PROJECTS  -  ACCT3  351  TORT?  3S7  (DISTRIBUTION  • 

t 


+* 


Sub  i 

X 

A  Project 

Job 

loot 

■Amount  6/30/50 

A* 

Relocate  2-332Yand5-4XV 
readers  in  Bathes  da,  ttd 

36608 

9354 

*  6  310.80 

t 

9355 

16  406.16 

t 

9356 

9357 

13  441.21 

17  446,32 

$53  606.49 

Rookrille  Substation  -  33  XV 

Line  to  Rookrille 

124-104 

9352.1 

34  932.37 

34  932.37 

uuu  m-ie 


CONTRIBUTIONS  AND  DEPOSITS 
NaT  ASSUAGE  2ALANCE  6/3C/50 


Average 


.  Prorated  2/  Dir  sot  Allooation  4/  let  Average  5/ 

Balance  1949  Gross  2/  Vet  Average  Net  Average  Balanoe 

12/31/49  j/  Additions  Additions  6/30/50  Additions  6/30/50  6/30/50 

(I)  (2)  (3)  (4)  (3) 


Contributions  in  Aid  of  Conatruolion  —  Aoot  265 


$  180  517 


$2 

4  396 

$  813 

$  250 

54 

357  926 

34  423 

10  507 

55 

262  027 

25  368 

8  1C9 

56 

513  700 

31  333 

9  626 

57 

437  596 

27  132 

8  344 

59*21 

1  178  561 

7  546 

2  321 

59.22 

9  634 

9  490 

2  919 

>3.1 

11  942 

- 

- 

3.2 

150  054 

9  8T71 

3  036 

T-SSTkT 

isrra 

iC  57i? 

$3  106  353 

$146  976 

$45  202 

Coatongrs  *  Deposits  —  Aoot  241 
Balance  l/  Net  Ave 


Net  Average  2/ 
Balance  6/30/So 


(U 

$37  452 
28  155 
22  376 
7  620 
$95  603 


$38  191 
28  711 
22  818 
7  770 
$97  490 


$13  791 
11  789 


2s  586 

$25  580 


t  180 
4 
368 
270 
537 
457 
1  180 
12 
11 
153 


$3  177 


ntrl buttons  in  aid  of  Co ns tr notion: 

Survey  Dept  Records 
See  Page  2 

In  proportion  to  Col*  Z 
See  Page  3 

Col  1  +  Col  3  ♦  Col  4 


Cos toners  Deposits! 

l/  In  proportion  to  Survey  Dept 
Study  S— 170 

2/  In  proportion  to  Col  1 


t  iithtit 


PCTCMAC  EIECTRIC  POWER  CO. 

1949  NET  ADDITIONS  -  CONTRIBUTIONS  &  DEPOSITS 


Conduit 

Services 

CE  OG 

Servioe  Service 

Extensions  Extensions 

Conduit 
to  r  Traffio 
Lights 

Additional 
Height  for 

C  &  P  Poles 

Double 

Leap  Eye 

Loops  Rods 

St.  Light  Cable 
Lowered  Under 
Driveways 

Other 

Street 

Lighting 

Westport 

Tie 

Line 

Substation 

Cable 

Services 

33  KV  I 
White  0 

feeders 

Uc  . 

.  Total 

DC 

$7,546.50  $ 

4  949.08  $  25  889.60 

$9  158.65 

(190.05) 

$712.40 

$813.00 

$9  489.82 

$  56  369.00 

Maryland 

- 

40  363.84  32  705.31 

— 

1  614.15 

— 

— 

- 

- 

— 

- 

— - 

$13  749. 

00 

88  432.30 

Virginia 

305.00  (130.60) 

" 

** 

** 

• 

* 

* 

* 

• 

174.40 

Total 

$7  546.50  $ 

45  617.92  $  58  464.31 

$9  158.65 

$1  424.10 

- 

- 

$712.40 

- 

- 

$813.00 

$9  489*82 

13  749. 

DO 

$146  975.70 

Basis  of  Distribution:  l/ 

Net  Eleo  Plant:  Net  Elec  Plant 

- 

12—31—49  12-31-49 

Acoount 

359.21  354 

6  251  622.35  16  047  262.07 

356  363.2 

354 

363.1 

354 

363.2 

363.1 

343 

352 

359.22 

a/c  35 

4 

355 

4  995  246.28  13  895  825.76 

357 

a/c  35 

5 

n"245-fi6fl.«  29  943  6S7.&3 

Recap  by  acets: 

a/c 

343 

— 

— 

343 

352 

$813.00 

813.00 

352 

354 

$25  356.93 

$1  424.10 

— 

$7  642.4 

4 

34  423.47 

354 

355 

20  260.99 

6  106.5 

6 

26  367.55 

355 

356 

$31  332.51 

31  332.51 

356 

357 

27  131.80 

27  131.80 

357 

359.21 

$7  546.50 

7  546.50 

359.21 

359.22 

• 

$9  489.82 

9  489.82 

359.22 

363.1 

— 

— 

— 

363.1 

363.2 

$9  158.65 

$712.40 

9  871.05 

363.2 

Total 

$7  546.50 

$45  617.92  58  464.31 

$9  158.65 

$1  424.10 

- 

- 

$712.40 

- 

- 

$813.00 

$9  489.82 

$13  749.0) 

0 

146  975.70 

2/  Survey  Department  Records* 


Reconcilement : 


Balance  Contributions  &  Deposits*  Deo  31*  1948: 


I 


D  of  C 
Maryland 
Virginia 
Total 

1949  Net  Additions 
Balance  Contributions  &  Deposits  12/31/49 


$2  325  558.91 
607  900.70 
25  917.20 
2  959  376.81 
146  975.70 

$3  1 66  3S2V5I 


HAW  Jr 
9/6/50 


POTCMAC  &USC1SIC  POIR  CO 

CUSTOMERS  CCKTRIBUTICNS  &  DEPOSITS 
6-30-50 


Contribution!  a/o  265 
6-30-50 
12-31-49 
Addition* 

2/2 
At*  mg* 


$3,247,916.54 

3,106,352.51 

141,564.03 

70,782.01 

$3,177,134.52 


P*po*it*  */o 
$99,311*46 
95,668.11 
3,643.35 
1,821.68 
$97,489.79 


Major  Addition*  in  1950 
Soldier*  fioo* 
Andrew  Field 

Average 


$23,677.00  U.  G.  Ext 

27,282.00  • 

$51,159.00 

$25,579.50 


Direot  Allocation* 

Eleo.  Plant 

e/o  356  $16,732,450.02 

a/o  357  14,303,157.35 

31,035,607.37 

Prorated 


a/o  265 
$13,790.86 
11,788.64 
25,579.50 


45,202.51 


Total  Average  additions 


869 


m-zi 


POTCKAC  ILLCTRIC  PCMER  CO 

AVERAGE  MET  MATERIALS  A  SUPPLIES 
6  MOS  ENDED  4-36-50 


IT3EL 

6-30-50 

12-31-49 

Are rage 


$3,033,036.49 

2,273,434.29 

5»3?.1»470»78 

$2,655^735.39 


POWER  PTANT  SOPPT.JES 
6-30-50 
12-31-49 


Average 


$  804,745.98 


875.729.72 


1,680,475*70 
$  840,237-35 


OTHER  SUPPLIES 

6-30-50 

Leas  Power  Plant  Sup. 


12-31-49 

Lest  Power  Plant  Sup. 


Average 


$3,996,191.83 

804,745«98 


4,074,370.58 

875,729.72 


$3,191,445.85 

3,198,640.86 

6,390,066.71 

$3,195,043.35 


Recapitulation 

fuel 

Power  Station  Supplier 
Other  General  Supplies 


Note* 


$2,655,735.39 

840,237.85 

3,195,043.35 


$6,691,016.59 


From  General  Amounting  Dept.  Reoorde 


RESTATEMENT  OF  OPERATION  AND  MAINTENANCE  EXPENSES  BY  ELECTRIC  PLANT  ITE 
_ _  SIX  MCKTBS  ENDING  JUNE  30,  1550  _ 


Account 

Nc- 


Aoccunt  Title 


Operation  and 
Maintenance 
Expenaea 


Fuel 

Interobaage  Power 
Other  Expense 
Firm  Peek 


$4  898  756.12 
127  235.42 
(2  791.10) 
93  845.46 


Production  Plant 


Operation 

Maintenance 


794  668*30 
651  488.15 


Tran* miss ion  Plant 


341 

Clearing  Land  and  Righte-sT-Way 

342 

Struotoroe  anti  iErprorttiants 

.13 

i  343 

Station  Equipment 

2  667.82 

•  345 

Pole*  and  FlT:ure» 

1  499.84 

346 

Overhead  Conductor*  and  Derioee 

3  657.31 

347 

Underground  Conduit 

1  507.14 

'*  348 

Underground  Conduorore  and  D-rvioe* 

5  :e£.,07 

$  la  1 516.31 

Distribution  Plant 

,  351 

Structure*  and  Improrament* 

45  397.69 

f  352 

Station  Equipment* 

TTtilizatian 

902.65 

Other 

289  876.48 

* 

Total 

~59?r77-573 

354 

Poles  >  Tower*  and  Fix tore* 

152  486.49 

355 

Overhead  Conductor*  and  Derioee 

171  326.03 

356 

Underground  Conduit 

82  973.46 

1  357 

Underground  Conductor*  and  Derioee 

101  451.16 

353 

Lise  Tranafornser*  and  Derioee 

70  555.74 

359 ,«1 

Overhead  Serrioee 

17  123.04 

359.2 

Underground  Serrioee 

24  026.57 

*355  >3 

Serrioe  Equipment  on  Cuetoaers'  Premie ee 

687.00 

360 

Me term 

211  033.29 

361 

Inetallatlone  on  Cuetooera •  Premleee 

8.70 

363.1 

Overhead  Street  Lighting  and  Signal  System* 

70  524.84 

363  >2 

Underground  street  Lighting  and  Signal  System* 

193  663.61 

t  363.3 

Street  Lighting  Equipment  is  Statiose 

2  024.85 

m 


Aeoouat 

go. 


871 


mo 


POTOttC  ELECTRIC  FOttK  CCKPUfT 

HESTATEMSNT  OT  OPERATION  AND  MAINTENANCE  EXPENSES  BT  ELECTRIC  PUNT  ITEMS 
_ SIX  MOTES  ENDUE  JUffi  30/  1950 


Account  Title 

Operation  end 
Maintenance 
S*P«a— _ 

Commercial  and  Promotion 

easterner  Connections 

$  325  766*60 

Meter  ReedlnX 

144  650.00 

Billing  end  Aooouatlnf 

167  449*25 

Credit  end  Collecting 

153  996*74 

naoclleotible  Bills 

16  762.63 

Advertising 

167  896*28 

Other  Customers*  Services 

126  283*39 

Administrative  and  General 

$  1  122  826*89 

1  480  137*25 

$10  614  746*40 


POTOMAC  ELECTRIC  POTTER  COMPANY 


DISTRIBUTION  OF  OPERATING  EXPENSES  TO  ELECTRIC  PU 
_ SIX  MONTHS  ENDED  JUNE  30.  1950 


Account  Item  and  Description 


Per  Comptroller* s 
Report _ 


Production 


Operation: 

701 

Supervision  &  Engineering 

$  77  080.50 

757 

Load  Dispatohing  Labor  &  Exp. 

33  538.50 

703,  704,  705.1 

Fuel,  Water  &  Lubricants 

4  898  756.12 

702,  705 

Other  Operation 

684  049.30 

Total  Operation 

5  693  424.42 

Ifeintenance : 

706 

Supervision  $  Engineering 

73  199.96 

707  to  709 

Other  Maintenance 

578  288.19 

Total  Maintenance 

651  488.15 

Other  Production  Expenses  &  Credits: 

739 

Interchange  Power 

221  080.88 

740 

Other  Expense 

(2  791.10) 

Total  Other  Production  Exp 

218  289.78 

Total  Production 

6  563  202.35 

743 

Transmission 

Operation: 

Supervision  &  Engineering 

6  032.13 

745.1 

Station  Labor 

68/32 

746.1 

Overhead  Lines 

454.52 

746.2 

Underground  Lines 

569.91 

Total  Operation 

7  124.88 

747 

Jfeinte nance : 

Supervision  &  Engineering 

1  947.59 

749 

Station  Equipment: 

750.3 

Utilization 

Other 

Total  Station  Equipment 

1  637.04 

Overhead  Conductors  &  Devices 

1  615.77 

751.1 

Underground  Conduit 

19.33 

751.2 

UG  Conductors  &  Devices 

2  173.70 

Total  Maintenance 

7  393.43 

Total  Transmission 

$14  518.31 

III— 24 


872 


&NT 


Operating  Expenses _ 

Distribution  of  Balances  After  Distribution  to  Electric  Plant  Items 

Super  &  5r.gr  Dist  of  S  &  £ 


($77  080.50) 


77  080.50 


$ 

33  538.50 

4  898  756.12 
761  129.80 

5  693  424.42 


Operation 

Fuel  &  Interchange 

Operation 


(73  199.96) 

73  199.96  651  488.15  Maintenance 

651  488.15 


221  080.88  Fuel  &  Interchange  See  Page. 

(  2  791.10)  "  " 

218  289.78 
6  563  202.35 


(6  032.13) 

- 

377.14 

445.46 

2  509.01 

2  963.53 

3  145.98 

3  715.89 

- 

7  124.88 

(1  947.59) 

585.45 

2  222.49 

577.85 

2  193.62 

6.91 

26.24 

777.38 

2  951.08 

- 

7  393.43 

- 

14  518.31 

See  Page 
*  « 

«  n 


Station  Equipment  a/c  343 
Overhead  Conductors  a/c  346  all  Feeder  6601 
U.G.  Conduit  a/c  347 
U.G.  Conductors,  a/c  348 
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POTOMAC  ELECTRIC  POWER  COMPANY 

DISTRIBUTION  OF  OPERATING  EXPENSES  TO  ELECTRIC  PLANT 
_ _ SIX  MONTHS  ENDED  JUNE  30,  1950 


Aooount 


756 

758.1 

758.2 
759 

761.1 

761.2 

761.3 

762.1 

762.2 

763.1 

763.2 

763.3 


Operation: 

Supervision  &  Engineering 

Distribution  Maps  and  Records 

Other  Cist,  offioe  Expenses 

Station  Labor,  Supplies,  &  Expenses 

Overhead  Lines 

Underground  Lines 

Removing  &  Resetting  Line  Trans  f. 

Removing  &  Resetting  Meters 

Other  Services  on  Customers  *  Premises 

CE  Street  Ltg  &  Signal  Systems 

1X5  "  • 

Street  Light 'g  Equip,  in  Stations 
Total  Operation 


764 

765 

766 


768.1 

768.2 

769.1 

769.2 
770 

771.1 

771.2 

771.3 

772 

773 

775.1 

775.2 

775.3 


Maintenance : 

Supervision  &  Engineering 
Structures  &  Improvements 
Station  Equipment: 

Utilization 

Other 

Total  Station  Equipment 
Poles,  Towers  &  Fixtures 
CE  Conductors  &  Devices 
Underground  Conduit 
U.  G.  Conductors  &  Devices 
Line  Transformers  &  Devices 
Overhead  Services 
Underground  Services 
Service  Equip,  on  Oust.  Premises 
Meters 

Installations  on  Customers*  Prem 
OH  Street  Lgtg  &  Signal  Systems 
UG  *  ■  «  •  • 

Street  Lighting  Equip  in  Sta. 

Total  Maintenance 


776 


Miscellaneous 

Rents 


Total  Miscellaneous 


Per  Comptroller 
Report 


75  437.95 
55  949.62 
991.48 
229  176.94 
179  526.80 
58  062.10 
26  000.54 
156  449.21 
110  047.48 
42  757.70 
94  537.20 
711.29 


76  944.03 
8  517.65 

768.54 

51  342.01 

52  110.55 
23  900.49 
68  101.87 
40  007.37 
60  219.44 
34  669.42 
14  579.02 
20  456.87 

584.93 
26  821.88 
7.41 
18  270.65 
71  665.91 
1  029.05 


12  810.14 
12  810.14 


Total  Distribution 


$1  560  344.99 


m-25 


873 


Distribution  to  Eleotrio  Plant  Items 


See  page 
See  page 
See  page 

Line  Transformers  a/o  358 
Meters  a/o  360 

Services  on  Cus  toners  Premises 
0.  H.  Street  Lighting  a/o  363.1 
U.  G.  *  "  a/o  363.2 

St*  Ltg  Equip  in  Stations  a/o  363.3 


Structures  A  Improvements  a/o  351 


Station  Equipment  a/o  352 

Polee ,  Towers,  &  Fixtures  a/o  354 

0.  H.  Conductors  A  Devices  a/o  355 

U.  G.  Conduit  -  a/o  356 

U.  G.  Conductors  and  Devices  -  a/o  357 

Line  Transformers  a/o  358 

Overhead  Services  a/o  359.1 

Underground  Services  a/o  359.2  . 

Service  Equipment  on  Customers*  Premises  -  a/o  359.3 
Meters  -  a/o  360 

Installations  on  Customers*  Premises!  a/o  361 
Overhead  Street  Lighting  and  Signal  Systems  a/o  363.1 
Underground  Street  Lighting  ad  Signal  Systems  a/o  363.2 
Street  Lighting  Equipment  In  Stations  -  a/o  363.3 


See  Page 


1  560  344.99 
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POTOMAC  ELECTRIC  POWER  CCMPANY 


DISTRIBUTION  OF  OPERATING  EXPENSES  TO  ELECTRIC  PLANT 
_  SIX  MONTHS  ENDED  JUNE  30,  1950 


Account 


Item  and  Description 


Per  Comptroller 
Report _ 


Operating  Expenses 
*3  Dist  of 

Super  &  Engr. 


Balanoe  after 
Dist  of  S  &  E 


Distribution  to  Eleotrio  Plant  Items 


Customers  Accounting  A  Collecting 


Operation: 


779 

Supervision 

$  34  634.76 

$(34  634.76) 

$ 

780.1 

Customers  Contract*'  &  Orders 

228  642.46 

11  183.89 

239  826.35 

Customer  Connections 

780.2 

Credit  Investigations  &  Records 

31  679.48 

1  549.58 

33  229.06 

Credit  and  Collecting 

780.3 

Meter  Rsading 

137  904.50 

6  745.50 

144  650.00 

Meter  Reading 

780.4 

Collecting 

115  135.89 

5  631.79 

120  767.68 

Credit  and  Collecting 

781 

Customers  Billing  &  Acotg 

178  707.88 

8  741.37 

187  449.25 

Billing  and  Accounting 

783 

Unoolleotible  Accounts 

16  000.00 

782.63 

16  782.63 

Unoolleotible  Bills 

Total  Cxist  Acctg  &  Collectg 


742  704.97 


742  704.97 


Sales  Promotion 


785 

Operation: 

Supervision 

786 

Salaries  A  Commissions 

787.1 

Demons  tra  tions 

787.2 

Advertis ing 

787.3 

Misoellane  ous 

10  309.25 
44  343.61 
38  108.24 
99  071.26 
62  006.17 


(10  309.25) 
1  877.18 

1  613.22 
4  193.96 

2  624c 89 


46  220.79 
39  721.46 
103  265.22 
64  631.06 


Total  Sales  Promotion 


253  838.53 


253  838.53 


Administrative  &  General 


790  to  802 


Total  Admin.  &  General 


1  480  137.25 


1  480  137.25 


$10  614  746.40 


$10  614  746.40 


Customer  Connections 
Customer  Connections 
Advertising 
Advertising 


Total  Operating  Expenses 
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POTOMAC  ELECTRIC  POWER  COMPANY 

OPERATING  EXPENSES  DISTRIBUTED  TO  ELECTRIC  PLANT  ITEMS 
SIX  MONTHS  ENDING  JUNE  30.  1950 


Expense  Less 

Supervision  an d 


Weighted 
Il«o trio 
Plant 


Operating 

Expenses 


Aoct  739  Interchange  Power 
Interoiseago  Power 

firm  Peak  Serrioe  (inoludes  oredit  for  PRR  Freq.  Changer) 


$127  235.42 
93  845.46 


■loot  745.1  -  Station  Labor 
342  —  Structures 

3  Equipment 


$  870 

3  045  253 


.13 

445.33 


Aoot.  746.1  -  Overhead  Lines  (Indian  Bead  Liao) 
Pries  ( Indian  Head  Liao) 

Conductors  (•  ■  •  ) 


$  168  243 

164  187 


$  1  499.84 

1  463.69 


Acot.  746.2  -»  Underground  Llnei 
Underground  Conduit 
Underground  Conductors  and  Devloea 


$  1  110  109 
1  675  389 


$  1  480.90 
2  234.99 


loot.  759  —  Station  Labor.  Suppliee  and  Expenses 
iitruoturee  *  — 

Equipment 


$  1  510  150 
10  375  896 


$  33  413.33 
229  575.34 


Acot.  761.1  —  Overhead  Lines 
Poles,  Towers  and  fixture* 
Overhead  Conductors  and  Devices 


$  6  455  571 
5  142  057 

$II3WS?8 


$114  672.92 
91  340.45 


Aoct.  761.2  —  TOidergrouad  Lines 
Underground  Conduit 
Underground  Conductors  and  Devices 


16  483  032 
14  104  394 


$  35  904.84 
30  723.48 


0.  H.  Lines  feeders  6601  A  6625  (Indian  Bead  Line) 
Power  Supply 
Naval  Powder  factory 
SMLCo— op 


75  483 
75  664 
17  096 


672.91 

674.52 

152.41 


Power  Supply 

Naval  Powder  factory 

SMECo-rp 


68  970 
75  729 
19  488 
[6418? 


$  1  536.33 
1  686.88 
434.10 

$~T3S7V3T 


876 
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POTOMAC  ELECTRIC  POWER  CO 

OPERATING  EXPENSES  DISTRIBUTED  TO  ELECTRIC  PLANT  HEMS 
6  MONTHS  ENDED  JUNE  30.  1950 


loot  776  Rants 

loot  354 

Poles 

- 

$  9,742.47 

(Pole  Attachments  1  R/W ) 

351 

Structures 

- 

1*980.39 

(See  note  3/) 

356 

Conduit 

- 

80.00 

(ley  Bridge  Duot  Speoe) 

363.2 

U*  G*  St*  Ltj 

m 

1,007.28 

$12*810.14 

(Gsa  pipe  in  alleys) 

Notes 

t  for  Sub  fZZ  (H.  G.  Smithy) 
C *  T.  Co* 

Navy 


$  875*00 
914.39 
191*00 


$1*980*39 
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Structures  &  Improvements 
Iteles  Towers  A  fixtures 
it*  on  Oust*  Premises 
'Other  Customer  Services 
tdffiln.  &  General 


POTOMAC  ELECTRIC  POWER  CO 

ALLOCATION  Of  RENTS  A  MISC.  REVENUES 
_  6  MO.  ENDED  6-30-50 


Aoot*  610 
Rents 

$  90.00 

45  598.41 
11  237.40 

2  910.00 


Aoct  614 
Serv..  Oust. 
Installations 


Aoct  615 
Miso. 

Revenues 


26  011.43 


6  454.69 
2  326.01 


877 


Functional 

Allocation 


Other  Substations 
Overhead  Lines 
Utilization 
Other  Cust  Serv. 
Admin  A  Gen'l 


$59  835.81 


$26  011.43 


$8  780.70 


[ote: 

Allocation  is  on  basis  of  charges  to  aooounts 
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POTCMA.C  ELECTRIC  PCWER  COMPANY 
SUGGESTED  DISTRIBUTION  OF  AVERAGE  NET  DEPRECIATION  RESERVE 

as  of  Time  30,  1960 


ELECTRIC  PLANT  12-31-49 


DISTRIBUTION  PLANT 

"5557 


351. 

352.1 

352.2 

354. 

355. 

356 

357 


358 

359 
359 
359 

359 

360 

361 
363 

363.2 

363.3 


Land  and  Land  Rights 
Structures  and  Improvements 
Station  Equipment  —  Company  Premises 
Station  Equipment  —  Customer  Premises 
Poles,  Towers,  and  Fixtures 
Overhead  Conductors  and  Devioes 
Underground  Conduit 
Underground  Conductors  and  Devioes 
Line  Transformers 
Overhead  Services 

21  Underground  Services  —  Conduit 

22  Underground  Services  —  Cable 

3  Service  Equipment  on  Customer's  Premises 
Meters 

Installation  on  Customer's  Premises 
1  O.H.  Street  Lighting  and  Signal  Systems 
U.G.  Street  Lighting  and  Signal  Systems 
Street  Lighting  Equipment  in  Stations 


TOTAL,  DISTRIBUTION  PLANT 


$  554,127.83 

1,482,110.53 
10,015,502.77 
199,009.53 
6,251,622.35 
4,995,247.28 
16,047,262.07 
13,895,825.76 
8,892,106.27 

3.191.745.82 

2.991.998.82 
2,056,125.74 

348.403.40 
5,661,615.16 

181.413.41 
1,671,056.55 
4,044,400.70 

142,183.89 

T  «.*a;75rag 


175 

371. 

372. 

373. 

374. 

375. 

376. 

377. 

378. 

379. 


SAL  PLANT 

Land  and  Land  Rights 


Structures  and  Improvements 
Office  Furniture  and  Equipment 
Transportation  Equipment 
Stores  Equipment 
Shop  Equipment 
Laboratory  Equipment 
Tools  and  Work  Equipment 
Communication  Equipment 
Miscellaneous  Equipment 
TOTAL,  GENERAL  PLANT 


888,136.05 
3,005,635 .46 
746,046.70 
674,757.31 
101,827.38 
82,366.19 
238,703.01 
261,344.41 
338,587.06 
17,986.95 

"673557355755 


TOTAL 


$153,  164,140.07 


NON  DEPRECIABLE 

ACCOUNT 

TOTAL 

PLANT 

(A) 

- (Bj - 

INTANGIBLE  PLANT 

3557" 

Franchises 

$ 

250.00 

$ 

250.00 

TOTAL,  INTANGIBLE  PLANT 

I 

250.00 

E 

550.66 

PRODUCTION  PLANT 

Land  and  Land  Rights 

$ 

779,535.22 

$ 

779,535.22 

311. 

Structures  and  Improvements 

12,121,542.32 

312. 

Boiler  Plant  Equipment 

20,310,133.77 

— 

314. 

Turbo-Generator  Units 

15,579,330.16 

— 

315. 

Accessory  Electric  Equipment 

9,330,625.55 

316. 

Miscellaneous  Power  Plant  Equipment 

418,273.65 

— 

TOTAL,  PRODUCTION  PLANT 

5  56,539,440.67 

E 

779,5^5.22 

TRANSMISSION  PLANT 

340. 

Land  and  Land  Rights 

$ 

219,141.82 

$ 

219,141.82 

341. 

Clearing  Land  and  Rigbt-cf-W&y 

168,745.35 

168,745.35 

342. 

Structures  and  Improvements 

— 

— 

343. 

Station  Equipment 

2,429,062.81 

— 

344. 

Towers  and  Fixtures 

60,908.85 

_ 

345. 

Poles  and  Fixtures 

206,151.12 

— 

346. 

Overhead  Conductors  and  Devices— 230  kv 

58,881.73 

— 

66  &  33 

kv 

200,520.36 

— 

347. 

Underground  Conduit 

1,063,784.94 

— 

348. 

Underground  Conductors  and  Devioes 

1,238,406.14 

— 

349. 

Roads  and  Trails 

1,697.88 

— 

TOTAL,  TRANSMISSION  PLANT 

r 

5,647,301.00 

r 

387,887.17 

$  554,127.83 


r~  554,151.63 

$  888,136.05 


i  888,136.05 


$2,609,936.27 


DEPRECIABLE 

PLANT 

(A-B-C) 


12,121,542.32 
20,310,133.77 
15, 579, 330.16 
9,330,625.55 
418,273.65 
r37;759,905.4S 


$ 


3,005,635.46 
746,046.70 
674,757.31 
101,827.38 
82,366.19 
238,703.01 
261,344.41 
338,587.06 
17,986.95 
*  5,467,254Y4? 


$150,554,203.80 


ACCRUAL  RATE 
PUC  EXHIBIT  ^31 
1944  RATE  CASE 

- Id] 


1.75 
2.50 
2.50 
3.00 
3.00 
(1)573575 


— 

2.0C 

2,429,062.81 

3.00 

60,908.85 

2.25 

206,151.12 

3.00 

58,881.73 

1.75 

200,520.36 

1.75 

1,063,784.94 

1.50 

1,238,406.14 

1.50 

1,697.88 

2.00 

1  5,259,413.83 

(1)2.27 

27 

$ 

1,482,110.53 

2.00 

10,015,502.77 

3.50 

199,009.53 

3.50 

6,251,622.35 

3.00 

4,995,247.28 

2.50 

16,047,262.07 

2.00 

13,895,825.76 

2.25J 

8,892,106.27 

3.25 

3,191,745.82 

3.00 

2,991,998.82 

3.00 

2,056,125.74 

3.00 

348,403.40 

3.00 

5,661,615.16 

3.50 

181,413.41 

4.00 

1,671,056.55 

4.00 

4,044,400.70 

4.00 

142,183.89 

4.00 

$  62,067,536.05 

(1)2755 

53 

|1|  These  average  aoorual  rates  oomputed  by  the  sums  of  the  annual  aocruala  by  plants  by  the  sums  of  the  depreciable  properlj 


-  - «  — —  — ^ —  —  — ——  w  m  w  • 

These  ratios  oomputed  by  dividing  the  sums  of  the  trial  reserves  by  plants  by  the  sums  of  the  depreciable  property  by  plants. 


in-3o 


| any 

is'CIATION  RESERVE 


IE(7TRTC  PLANT  12-31-49 


NON  DEPRECIABLE 
PLANT 

— m - 


$  888,136.05 


f  888,136.05 


$2,609,936.27 


DEPRECIABLE 

PLANT 

(A-B-C) 


$ 

3,005,635.46 
746,046.70 
674,757.31 
101,827.38 
82,366.19 
238,703.01 
261,344.41 
338,587.06 
17,986.95 
S  5,467,254.4? 

$150,554,203.80 


ACCRUAL  RATE 
PUC  EXHIBIT  £31 
1944  RATE  CASE 

— m - 


1.50 

5.50 

10.00 

4.00 

4.00 

4.00 

5.00 

4.00 

4.00 

(pggrg 

(1)2.6826 


AVERAGE  YEARS 
IN  SERVICE  OF 
DEPRECIABLE  PLANT 
12—31-49 

- {El — - 


I  — ■■■  ■■  ■-  «  — ^  y*  j  tvucu  — _ 


10.8 


FACTOR 

ACCRUAL  RATE 
X 

AVERAGE  YEARS 
IN  SERVICE 
(DxE-F) 


$  250.00 

— 

*• 

— 

T  250.00 

$  779,535.22 

$ 

— 

— 

— 

— 

12,121,542.32 

1.75 

8.7  i 

15.225 

— 

20,310,133.77 

2.50 

9.1 

22.750 

- 

15,579,330,16 

2.50 

11,2 

28.C00 

— 

9,330,625.55 

3.00 

10.2 

30.600 

- 

418,273.65 

3.00 

5.1 

15.300 

T  779,535.22 

$  57,759,906.45 

{1)2.4276 

(2)23.801 

$  219,141.62 

$ 

168,745.35 

— 

- 

- 

— 

- 

— 

2.00 

— 

- 

2,429,062.81 

3.00 

9.5 

28.500 

- 

60,908.85 

2.25 

17.5  1 

39.375 

- 

206,151.12 

3.00 

7.0 

21.000 

- 

58,881.73 

1.75 

17.5  1 

30.625 

- 

200,520.36 

1.75 

6.9 

12.075 

- 

1,063,784.94 

1.50 

2.6 

3.900 

- 

1,238,406.14 

1.50 

5.8 

8.700 

- 

1,697.88 

2.00 

17.5 

35.000 

T  387,887.17 

$"  3,259,413.83 

(1)2.2727 

7.2 

(2)18.094 

$  554,127.83 

$ 

- 

1,482,110.53 

2.00 

14.3 

28.600 

- 

10,015,502.77 

3.50 

12.2 

42.700 

- 

199,009.53 

3.50 

12.2 

42.700 

- 

6,251,622.35 

3.00 

7.5 

22.500 

- 

4.995,247.28 

2.50 

8.9 

22.250 

- 

16,047,262.07 

2.00 

14.5 

29.000 

— 

13,895,825.76 

2.25 

12.2 

27.450 

— 

8,892,106.27 

3.25 

9.2 

29.900 

— 

3,191,745.82 

3.00 

5.8 

17.400 

— 

2,991,998.82 

3.00 

15.3 

45.900 

— 

2,056,125.74 

3.00 

15.3 

45.900 

- 

348,403.40 

3.00 

18.8 

56.400 

— 

5,661,615.16 

3.50 

10.9 

38.150 

— 

181,413.41 

4.00 

6.9 

27.600 

— 

1,671,056.55 

4.00 

6.6 

26.400 

— 

4,044,400.70 

4.00 

14.9 

59.600 

142,183.89 

4.00 

19.8 

79.200 

£  554,127.83 

$  62,067,630.05 

(1)1^255 

TI77 

(2)32,502 

21.600 

51.700 

69.000 

34.800 

49.600 

47.600 
51.000 

24.800 
13.200 

(2)34.955 

(2)28.749 


TRIAL 

RESERVE 

12-31-49 

(CxF-G) 


$ 

1,845,504.82 

4.620.555.43 

4.362.212.44 
2,855,171.42 

63,995.87 

$15,74^4357^6 


$ 


692,282.90 
23,982.86 
43,291.74 
18,032.53 
24,212.83 
41,487.61 
107,741.33 
594.26 
1  951,626.06 


$ 

423,883.61 

4,276,619.68 

84,977.07 

1,406,615.03 

1,111,442.52 

4,653,706.00 

3.814.404.17 
2,658,739.77 

555,363.77 

1,373,327.46 

943,761.71 

196,499.52 

2.159.906.18 
50,070.10 

441,158.93 
2,410,462.82 
112,609.64 
$26,675, b47‘.55 


649,217.26 
385,706.14 
465,582.54 
35,435.93 
40,853.63 
113,622.63 
133,285.65 
83,969.59 
2,374.28 
$  I,9lO,64>T65 

$43,282,661.67 


average  net 
depreciation 
reserve 

6-30-50 

PRORATED 

— m 


1,484,264- 

3,716,124 

3,508,350 

2,296,298 

51,469 

$ll,656,ii>55 


$ 


556,775 
19,288 
34,818 
14,503 
19,473 
33,367 
86,652 
4',  8 

$  765,3^4 


I 

340,912 

3.439.511 
68,344 

1,131,283 

893,888 

3,742,785 

3,067,770 

2,138,316 

446,656 

1.104.511 
759,029 
158,037 

1,737,124 

40,269 

354,806 

1,938,637 

90,567 

$21,452,555 


$ 

522,138 

310,208 

374,449 

28,500 

32,857 

91,382 

107,196 

67,533 

1,910 

'$  l,5&,i75 


$34,810,477 

Survey  Department 
September  11,  1950 
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POTOMAC  ELECTRIC  POWER  COMPANY 
SUGGESTED  DISTRIBUTION  OF  AVERAGE  NET  DEPRECIATION  ACCRUAL 
FOR  FIRST  SIJHdNTHS  OF  1956 


ACCOUNT 

INTANGIBLE  PLANT 
302T  Franchises 

TOTAL,  INTANGIBLE  PLANT 


PRODUCTION  PLANT 
51(57  Land'  and~L&nd  Rights 

Structure 8  and  Improvements 
Boiler  Plant  Equipment 
Turbo -Gene rat or  Units 
Aooessory  Eleotrio  Equipment 


9,920,741.35 
Miscellaneous  Power  Plant  Equipment  440,824.53 

$  62,994,801.04 


311. 

312. 

314. 

315. 

316. 

TOTAL,  PRODUCTION  PLANT 

TRANSMISSION  PLATT 

340.  Land  and  Land  Rights 

341.  Clearing  Land  and  Right-of-Y/ay 

342.  Structures  and  Improvements 

343.  Station  Equipment 

344.  Towers  and  Fixtures 

345.  Poles  and  Fixtures 

346.  Overhead  Conductors  and 

347.  Underground  Conduit 

348.  Underground  Conductors  and  Devioes 

349.  Roads  and  Trails 


AVERAGE  NET 
ELECTRIC  PLANT 
6-30-50 

- (A 1 - 

&  250.00 

t  256750 


779,535.22 

12,506,303.78 

22,088,163.97 

17,259,232.19 


S 


TOTAL,  TRANSMISSION  PLANT 
DISTRIBUTION  PLANT 


299,817.47 

171,935.85 

869.67 

3,051,960.99 

60,908.85 

222,151.69 

281,744.76 

1,203,285.65 

1,680,291.63 

1,697.88 


$  6,974,664.44 


$ 


350.  Land  and  Land  Rights 

351.  Structures  and  Improvements 

352.1  Station  Equipment-Company  Praises 

352.2  Station  Equipment-Customer  Preniaes 

354.  Poles,  Towers,  and  Fixtures 

355.  Overhead  Conductors  and  Devioes 

356.  Underground  Conduit 

357.  .Underground  Conductors  and  Devioes 

358.  Line  Transformers 

359.1  Overhead  Services 

359.21  Underground  Servioes  -  Conduit 

359.22  Underground  Services  -  Cable 

359.3  Service  Equipment  on  Customer's 

Premises 

360.  Meters 

361.  ■ lost,  on  Customer's  Premises 

363.1  0*H.  St.Ltg.  and  Signal  Systems 

363.2  U.G*  St.Ltg.  and  Signal  Systems 

363.3  St.  Ltg.  Equipment  in  Stations 
TOTAL,  DISTRIBUTION  PLANT 

GENERAL  PLANT 

370.  Land  and  Land  Rights 

371.  Structures  and  Improvements 

372.  Office  Furniture  and  Equipment 

373.  Transportation  Equipment 

374.  Stores  Equipment 

375.  Shop  Equipment 

376.  Laboratory  Equipment 

377.  Tools  and  Work  Equipment 

378.  Communication  Equipment 
Miscellaneous  Equipment 


565 

1,510 

10,168 

200 

6,415 

5,103 

16,389 

14,099 

9,012 

3,328 

3,028 

2,096 


,438.57 

,150.36 

,226.75 

,961.05 

,492.56 

,011.41 

,856.05 

,491.56 

,710.91 

,788.62 

,633.16 

,687.12 


348,034.46 

5,715,585.38 

213,206.77 

1,724,158.68 

4,102,237.64 

142,183.89 

84,1(64,654753 


$ 


379. 

"TOTAL,  GENERAL  PLANT 
TOTAL 

Survey  Department 
September  11,  1950 
500-A11-DMV. 


t 


888 
3,005 
771 
682 
114 
85 
242 
270 
343 
19 
6;  42$ 


,136.05 

,419.64 

,424.50 

,431.17 

,932.36 

,700.51 

,565.41 

,295.07 

,559.78 

,077,41 


ACCRUAL  RATE 
PUC  EXHIBIT  $234 
1944  RATE  CASE 
Yearly  IF  Yearly 
Rate  Rate 

(B]  (Cl 


$160,558,112.32 


*RIAL  ACCRUAL 
FIRST  6  MOS. 
1950 

IBcHdJ - 


AVERAGE  NET 
DEPRECIATION 
ACCRUAL  FOR 
riRST  6  MOS. 
1950- PRORATED 

- TeJ - 


-  $ 


1.75 

.875 

109,430.16 

102,562 

2.50 

1.25 

276,102.05 

258,774 

2.50 

1.25 

215,740.40 

202,200 

3.00 

1  o50 

148,811.12 

139,472 

3.00 

1.50 

6,612.37 

.  6,1<>7 

756,696.10 

L 

709,205 

_ 

$ 

$ 

2.00 

1.00 

8.70 

8 

3,00 

1.50 

45,779.41 

42,907 

2.25 

1.125 

685.22 

642 

3.00 

1.50' 

3,332.28 

3,123 

1.75 

.875 

2,465.27 

2,311 

1.50 

.75 

9,024.64 

8,458 

1.50 

.75 

12,602.19 

11,811 

2.00. 

1.00 

16.98 

16 

L 

73,914.69 

L 

69,276 

$ 

$ 

2.00 

1.00 

15,101.50 

14,154 

3.50 

1.75 

177,943.97 

166,776 

3.50 

1.75 

3,516.82 

3,296 

3.00 

1.50 

96,232.39 

90,193 

2.50 

1.25 

63,787.64 

59,784 

2.00 

1.00 

163,898.56 

153,612 

2.25 

1.125 

158,619.28 

148,664 

3.25 

1.625 

146,456.55 

137,265 

3.00 

1.50 

49,931.83 

46,798 

3,00 

1.50 

45,429.50 

42,578 

3,00 

1.50 

31,450.31 

29,477 

3.00 

1.50 

5,220,52 

4,893 

3.50 

1.75 

100,022.74 

93,745 

4.00 

2.00 

4,264.14 

3,997 

4.00 

2.00 

34,483.17 

32,319 

4.00 

2.00 

82,044.75 

76,896 

4.00 

2.00 

2.843.68 

2,665 

$1,161,247.35 

il 

,107,112 

$ 

$ 

1.50 

.75 

22,540.65 

21,126 

5.50 

2.75 

21,214.17 

19,883 

10.00 

5.00 

•34,121.56 

31,980 

4.00 

2.00 

2,298.65 

2,154 

4.00 

2.00 

1,714.01 

1,606 

4.00 

2.00 

4,851.31 

4,547 

5,00 

2.50 

6,757.38 

6,333 

4.00 

2.00 

6,871,20 

6,440 

4.00 

2.00 

381.55 

358 

L. 

"160.750.46 

S' 

94,4*7 

$2,112,608.62 

$1,980,020 

<£S> 


QO 

•<* 


m 
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POTOMAC  ELECTRIC  POWER  COMPANY 

! 

TRANSMISSION  AND  DISTRIBUTION  PLaNT  USED  FOt  POWER  SUPPLY 

Eleotrio  Plant  Acoount 

110  XV  P.R.R. 

230  XV  Tie  Line  Frequency 
Tie  Line  (Weatport)  Changer 

69  XV 

Feedere 

33  XV 

Feeders 

13.2  XV 

Feeders 

!  Total 
Cost 

Trammlaaion  Plant 

LrJld 

341  C3 oaring 

S42  Structures 

343  Station  Equipment 

3<4  Towers 

345  Poles 

346  Overhead  Conductors 

347  Conduit 

345  u.  G*  Conductors 

340  Roads  and  Trails 

$  92  657 

13  533 

260  827  $202  416 
60  909 

58  682 

1  698 

$644  687 

$  176  632 
67  508 
522 
684  907 

89  314 
88  606 
255  734 
541  306 

243  615 

U9  709 
282  711 

* 

< 

269  289 
81  121 
522 
!  036  652 
60  909 
89  314 
147  482 
375  443 
824  017 
1  698 

Total  Transmission  Plant  488  506  202  416 

644  887 

1  904  603 

646  035 

J  886  447 

Distribution  Plant 
.350  Land 
!  35?.  Structures 

352  Station  Equipment 

356  Conduit 

357  U.  G.  Conductors 

18  284 

20  839 

55  464 

10  717 
30  013 

5  521 

7  277 

18  232 
34  142 

2  428 
29  612 
257  833 
133  789 
326  484 

$  1  326 

27  606 
205  804 
209  754 
288  201 

22  038 
78  057 
519  101 
378  013 
688  117 

Total  Distribution  Plant  94  587  40  730 

12  798 

52  374 

752  146 

732  691  : 

L  685  326 

General  Plant 

3^8  Communications  Equip* 

6  581 

32  498 

39  079 

Total  General  Plant 

6  531 

32  498 

39  079 

Total 

4583  093  $243  146 

$657  605 

- • -  T 

$1  963  556  1  430  679  $732  691  $! 

5  610  852 

Rotes i 

T 

Figures  From  Surrey  Dept*  Keoords 


U  Ul  U  U)  uuu  u 
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m 
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POTCM&C  ELECTRIC  PCMER  COMPANY 
69  KV  FEEDERS  FOR  POWER  SUPPLY 


Eleotrio  Plant  Account 


Feeder  Number 


Spare 

Capaolty 


Total 


Transmission  Plant 


340  land 

341  Clearing  Land 

342  Structures 

343  Equipment 

345  Poles 

346  Wire 

347  Conduit 

348  Cable 

$  92  777 
64  211 
174 
158  090 
75  483 
68  970 

$181  949 

52  104 
195  433 

! 

$160  462 

26  512 

45  586 

$  4  027 
187 

163  694 

177  118 
300  287 

$  79  547 

3  190 

174 

20  712 

13  831 

19  630 

281  H 

174  y 

y 

$  176  632 
67  588 
522 
684  907 
89  314 
88  600 
255  734 
541  305 

Total  Transmission 

$459  705 

$429  486 

$232  560 

$645  313 

:137  084 

455 

1  904  603 

Distribution  Plant 

356  Conduit 

357  Cable 

7  298 

12  958 

10  934 

21  184 

18  232 
34  142 

Total  Distribution 

$  20  256 

$  32  118 

52  374 

General  Plant 

378  Communications  Equip. 

4  934 

91 

1  556 

6  581 

Total  General  Plant 

_ 

$  4  934 

91 

1  556 

6  581 

Total 

$479  961 

$466  538 

$232  651 

$646  869 

$137  084 

455 

$1  963  558 

Notes: 

Figures  from  Surrey  Dept.  Reoords 

1/  Land  and  Buildings  at  Palmers  Corners 

y  Included  in  Cable  aocts  on  Feeder  Distribution  Sheets. 


WI  Jr 
RCW 
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POTCMaC  ELECTRIC  POWER  CCKPoNY 
33  17  FEEDERS  TCR  POWER  SUPPLY 


Feeder  Number 


Eleotri©  Plant  Jtooount 

951 - 

- 552 - 

906 

- 557 - 

Total 

Cost 

Trunsadssion  Plant 

343  Substation  Equipment 

347  Conduit 

348  U.  G*  Conductor* 

122  165 

59  981 
141  615 

121  450 

59  728 

141  096 

$  243  615 
119  709 
282  711 

Total  Transmission 

323  761 

322  274 

646  035 

Distribution  Plant 

350  Land 

351  Structures 

352  Station  Equipment 

356  Conduit 

357  U.  G.  Conductors 

7  669 

10  116 

9  120 

11  794 

1  214 

14  806 
125  542 

58  491 
146  009 

1  214 

14  806 

132  291 

58  509 

160  565 

2  428 
29  612 
257  833 
133  789 
328  484 

Total  Distribution 

17  785 

20  914 

346  062 

367  385 

752  146 

Central  Plant 

378  Conmznioationi  Equip* 

8  023 

7  792 

8  342 

8  341 

32  498 

Total  General  Plant 

8  023 

7  792 

8  342 

8  341 

32  498 

Total 

$349  569 

$350  980 

354  404 

375  726 

1  430  679 

Notesr 

Figures  from  Surrey  Dept. 

Reoords 

> 


JO 
HiW 
WI  Jr 


PCfTCMaC  ELECTRIC  POWER  CO. 
13.2  IV  FEEDERS  TCR  POWER  SUPPLY 

Feeder  Number 


Electric  Plant  Jtooount 


Distribution  Plant 


Land 

$ 

310 

$ 

310 

$ 

310 

$ 

132 

$ 

132 

$ 

132 

$  1 

326 

Structures 

3 

499 

3 

499 

3 

499 

5 

703 

5 

703 

5 

703 

27 

606 

Station  Equipment 

22 

053 

22 

776 

20 

678 

46 

134 

46 

134 

48 

029 

205 

804 

Conduit 

43 

020 

50 

638 

35 

582 

23 

983 

22 

383 

34 

148 

209 

754 

U*  G.  Conductors 

43 

883 

71 

701 

41 

791 

39 

763 

36 

115 

54 

948 

288 

201 

Total 

$112  765 

$148  924 

$101  860 

$115  715 

$110  467 

$142  960 

$732  691 

Notest 


Figures  from  Surrey  Dept*  Ho cords 


PgraifcC  ELECTRIC  POWER  COMPANY 

.ALLOCATION  OF  HIGH  TENSION  (6.6  KV  A  CVLR)  FACILITIES 
AVERAGE  AS-  CF  JUKE  30,  1950  _____ 


Low  Tension 
Facilities 


High  Tension 
Facilities 


Electric  Plant  Item 


Aooount 


Total 


HI-37 


Placate 


Franchises 


Transmission  Plant 


Clearing  Land  &  Rights  of  Way 

Structures  &  lop rore cents 

Station  Equipment 

Towers  and  Fixtures 

Poles  and  Fixtures 

OH  Conductors  &  Devices 

U.  G.  Conduit 

D.  G«  Conductors  &  Devioes 

Roads  &  Trails 

Distribution  Plant 


Structures  A  Improvements 
Station  Equipment 
Poises  Towers  A  Fixtures 
GH  Conductors  A  Devioes 
tJG*  Conduit 

DG  Conductors  A  Devioes 
Other 

Total 


$  250 

$  250 

$ 

$  299  817 

$  299  817 

269  289 

171  936 

171  936 

81  1» 

870 

870 

522 

3  051  961 

3  051  961 

2  036  652 

60  909 

60  909 

60  909 

222  152 

222  152 

89  314 

281  745 

281  745 

147  482 

1  203  285 

1  203  285 

375  443 

1  680  291 

1  680  291 

824  017 

1  698 

1  698 

1  698 

565  439 

412  003 

153  436  2/ 

22  036 

1  510  150 

1  042  817 

467  333  7/ 

78  057 

10  369  188 

6  247  098 

4  122  090 

519  101 

6  415  493 

5  929  588 

485  905  7/ 

5  103  011 

4  404  003 

699  006  1/ 

16  389  856 

10  944  639 

5  445  217  1/ 

378  013 

14  099  492 

6  775  817 

7  323  675  J/ 

688  117 

29  712  226 

712  226 

$91  139  769 

$65  466  191 

$25  671  578 

5  571  773 

9 


•  47A 

18  ^ 
9  975 


61  624 
61  678 


168  807 


$192  666 


Botes 2 


Balance 
Page  IH-33 
Ahges  HI-38  A  IH-39 
Page  HI-41 

Amount  in  various  acoounts  represent  ohazgen  to  Sundries  Accounts#  Jobe  in  progress  which  when  coop 
to  Distribution  Plant  and  spare  conduit.  en  Z  Street  viaduct  which  ie  lnposaibls  to  allocate  .at.  this 
considered  to  be  in  Distributes  Plant  for  purpoeoe  of  this  study, 
fage  in-42 

Survey  Department  Records  see  also  Pages  HI-42  A  IH  43 


wiH.be  transferred 
Above,  amounts  eft 


250 


$  250 


$  299  617 

269  269 

6  476, 

5  206 

171  936 

81  121 

18  ^ 

5$  906 

870 

522 

3  051  961 

2  036  652 

9  975 

60  909 

60  909 

222  152 

89  314 

14  040 

14  05X 

61  624 
6l  678 

281  745 

147  482 

1  203  285 

375  443 

1  680  291 

824  017 

1  696 

1  698 

153  436  iJ 

22  036 

467  333  7/ 

4  122  090  1/ 

78  057 

519  101 

485  905  7/ 
699  006  1/ 

5  445  217  V 

378  013 

7  323  675  y 

668  117 

$25  671  578 

5  571  773 

$62  807 

$102  666 

Acscwta#  Job*  ixx  progrot*  which  idan  o*op|*4*4  will.  b«  trantgimt 
ot  which  it  lnptalfrl*  to  *llooat*.-*t.  tbit  tint  *  Abe**.  amout*  ai% 
it  ttody* 


>Xr 

>I» 


6  761 

18  175 

26  i 

29  925 

17  C9d 

19  W 


4  027 

iee 

345  643 


229  222 
496  616 


6  064 

372 

623  056 


505  444 
354  756 


6  706 

40  076 
39  046 
93  176 
4  902 


10  542 

3  597 

4  164 


ID  934 
21  164 


131  396  2^ 
389  276  V 
3  592  447  V 
462  306  V 
694  824  V 

5  056  270  V 

6  614  374  V 


$1  107  812 


$18  452 


$163  910  5/ 


886 


m-38 

> 


PCffCMAC  iuctric  power  CCHPAKY 

ALLCCATICM  CF  FIBKRS  6601  &  66CS  TO  P0U£R  SUPPLY 
_ SaYaL  PCWDIR  FaCTCHY  6  SKECQ-QP. _ _ 


I 

Powsr  Supply  2/ 

ffayal  Pomior  Faotory  */ 

SMECo-op  y 

Total 

Aoot  302 

$  250 

$  250 

340 

$  92,777 

11  686 

$  C»761 

111,224 

341 

64,211 

72,082 

18,175 

154,468 

342 

174 

87 

261 

522 

343 

153,090 

9,975 

29,925 

197,990 

345 

75,483 

75,664 

17,096 

166,243 

346 

68,970 

75,729 

19,488 

164,187 

356 

7,298 

- 

- 

7,298 

357 

12,958 

12,958 

$479,961 

$245,473 

$91,706 

$817,140 

Eaorgonoy  Food  to  SMCo-'op  (13,2  Cr>  Sub  45  to  Pisoatamy)  Af 

sect  352 

$10,542 

354 

3,597 

355 

4,184 

$18,323 

Note* l 

H, 

y 

4/ 


Bulling  Plant  to  Palatn  Conor  (Sub  #64)  (To odor  6601) 
l/2  Cost  of  Foodor  6625  from  Polaors  Conor  to  Pisoatamy  plus 
total  Cost  from  Plsoataway  to  Factory 

1 /2  Cost  of  Foodor  6625  from  Palmsra  Conor  to  Pisoatamy  plus 
Bogbosidllo  Taps  1  &  2. 

From  Study  doroloplag  13.2  Xmozgonoy  Food  Contract  to  SMECo-op 
assumsd  no  obaxgos  to  data. 


M  9/6/50 


I 


887 


in-39 


POTOUC  HJCTRIC  POWER  CCHPAMY 
ALLOCL-JTICN  QT  FDRS  6601  &  £625  BETWEEN 

pc^er  supply,  shzco-op  &  k.  p.  r. 


Breakdown  between  Bennlnfi  to  D.  C.  Line#  D.  C.  Line  to  Pain  re  Corner# 
Palnrs  Corner  to  Pitoataway  &  Pifoataway  to  Paotory 


Pdr  6601 

Pdr  6525 

Esgherrille 
Tap  Bo  1 

Ectfbe 

•rille 

Bernlng  D.  C.  Lino 

k-  to  D.  C.  Line  to  Palmer*  Cor. 

Palnre  Cor. 
to  Pi Paata way 

Pieoa  saway 
to  Paotory 

Tap  Bo  2. 

aoot  302  $ 

$ 

$  250 

$ 

$ 

340 

92,m 

12,957 

5  208 

282 

1  ?41 

64,211 

36,351 

53,906 

1 

— 

J  242 

174 

174 

174 

|  3A3  144,640 

13.450 

19,950 

19 

,950 

F  345  25#A52 

50,031 

28.C79 

61,624 

2,038 

1! 

,019 

1 ,  346  18,895 

50,075 

28,103 

61,678 

3,624 

i 

,812 

L  356  7,298 

B  357  12,958 

—  - 

. 

If  1209,243  $270,718 

125,614 

182,666 

$5,662 

$2 

,237 

-toot  340  Land  &  Land  Rights 

mie* 

Main  Line 

Substation 

Total 

D.  C.  to  Palmer*  Cor. 

y 

$  92,495 

$  282 

$  92,777 

,  Palmer.  Cor  to  Pieoatany 

y 

12,675 

282 

12,957 

7  Pisoataway  to  Reservation 

¥ 

5,208 

— 

5,208 

4 

$110,378 

$  282 

$110,942 

4oot  341  Clearing  Land 

h|  D.  C.  to  Palmer*  Corner 

6.73  Wooded  $  64,211 

1  Pal nr  Cor.  to  Pieoatany 

3.81  • 

36,351 

1.  Pi soa tawny  to  Reservation 

5.65 

53,906 

1 

16.19 

$154,468 

&Loot*  345  &  345  Pole*  4  Wire 

- 

I 

Pole* 

Wire 

9.  D.  C.  to  Palnre  Comer 

11.35 

$  5C,C31 

$  50,075 

1 

fW  Paine-*  Cor.  to  Piacataway 

6.37 

28,079 

28,103 

1 

1>  |  PieorUway  to  Paotory 

13.98 

61,624 

61,678 

¥ 

31.70 

$139,734 

$139,856 

X/  Prom  Surrey  Dept.  Record* 


RW  9/8/50 


888 


► 

* 

r 
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POTCMaC  ELECTRIC  POWER  CCMPaNY 

BREAKDOWN  OF  FEEDERS  6601  AND  6625 
_ (INDImN  HEAD  LINE) _ 


Miles  of  Line 


Beanlag  to  D. 

C.  Liae 

2.74 

D.  C.  Liao  to 

Palmer*  Corners 

Wooded 

6.73 

Clear  Field. 

4.62 

11.35 

Palmers  Corner 

to  Pisoataway* 

Wooded 

3.81 

Clear  Field. 

2.56 

6.37 

Pisoataeay  to  Reserrstloa 

Wooded. 

5.65 

Clear  Field. 

3.97 

9.62 

Ca  Reserrstloa 

4.36 

Total  Miles 

34.44 

Cost  of  Liae  - 

6-30-50 

Banning 

D»  C.  Lin#  'to 

Bugbes-rille 

BaghasTllle 

to  D.  C.  Liae 

Indian  Head* 

Tap  No  1 

Tap  No  2 

$ 

$  250 

$ 

$ 

— 

110,942 

282 

— 

154,468 

— 

— 

348 

174 

144,640 

33,400 

19,950 

25,452 

139,734 

2,038 

1,019 

18,895 

139,856 

3,624 

1,812 

7,298 

12,958 

$209  243 

$578,998 

$5,662 

$23,237 

MOct  302 
340 

*  341 

342 

343 

345 

346 

356 

357 


SW  9/8/50 


mm 


m 


POTCMaC  ELECTRIC  POWER  COMPANY 


69  XV.  FEEDERS  USED  TO  SIKVX  RBXJGC*  4  VXFCO. 
AVERAGE  NET  ELECTRIC  PUNT  6-30-50 


Trnnsmlaaioei  Plant 


Land 

Clearing  R/W 
Structure* 

Sub*  tat  ion  Equipment 

Conduit 

Cabl e 


Distribution  Plant 


356  Cable 

357  Conduit 


Canaral  Plant 


378  Cosmmloationa  Equipment 


Total 


Teadar 


$181  949 
52  104 
196  329 


430  382 


10  934 
21  184 


32  118 


$462  500 


Feeder 


$  4  027 
186 


163  694 
177  118 


645  312 


1  556 


1  556 


$646  868 


889 


Total 


$  4 


345  643 
229  222 
496  636 


1  075  694 


10 

21 


£ 


32  118 


JL22S 


$1  109 


368 


rcMi 


HAM  Jr. 


ni-42 


PCTQMiiC  ELECTRIC  PCWER  CCHPANY 

69  XV  &  33  XV.  FEEDERS  USED  FOP  SUBTRjiNSMESSICtf 
_  AVERAGE  NET  ELECTRIC  PLaNT  6-30-50 


66  XV  Feeders 


33  XV  Feeders 


Transmission  Plant 

"55509 - 

— 5*5513 - 

'  jS55I5 

3*919 

$026 

gligKTHjH 

Total 

Di*tr£bttfcLan. 

Plant 

340  Land. 

341  Clearing  R/w 

343  Substation  Equip. 

347  Conduit 

346  Cable 

$160  462 

26  512 

45  586 

$  4  027 

186 
225  618 
218  683 
211  738 

$  4  027 

186 
154  450 
218  683 

$  82  528 

41  566 

97  432 

$  8  054 

372 
623  058 
505  444 
354  756 

232  560 

660  252 

377  346 

221  526 

1  491  684 

Distribution  Plant 

350  Land 

351  Structures 

352  Station  Equipment 

356  Conduit 

357  U»  G.  Conductors 

2  782 

2  367 

10  664 

2  782 

2  367 

10  664 

$  6  103 

15  003 
121  833 

38  137 
109  583 

$  6  103 

14  617 

107  659 

43  698 

113  932 

$  2  782 

2  367 

10  664 

20  552 

36  721 
261  484 

81  835 
223  515 

$  145  090 
4Q0  232 
4  Q9C  QS8 

15  813 

15  813 

290  659 

286  009 

15  813 

624  107 

General  Plant 

378  Coszxunioations  Equipment 

91 

504 

450 

15  073 

8  670 

24  788 

91 

504 

450 

15  073 

8  670 

24  788 

Total 

$232  651 

$676  569 

$377  346 

$237  789 

$305  732 

$294  679 

$15  813 

$2  140  579 

Notes 


Figures  from  Survey  Dept.  Records 
2/  33  XV  Feeders  included  for  Reoord  Purposes  only 

2/  Survey  Dept  Figures  adjusted  to  include  69  XV  Facilities  used  for  Subtransmission 


HAW  Jr 
9/6/50 


891 


4 
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POTCTUC  ELECTRIC  POWER  COMPANY 


ESTIMATED  ORIGINAL  COST  OT  33.0#  13.2,  aND  6.6  XV  FELDERS  IN  THE 
DISTRIBUTION  ACCOUNTS  OF  TEE  AVERAGE  NET  ELECTRIC  PLANT  JUNE  30,  1950 


Distriot 


|  Aooount 

of  Columbia 

Maryland 

Virginia 

Pepoo. 

■ 

Land 

128,359 

16,731 

- 

145,090 

^9 

Structures 

375,453 

84,779 

- 

460,232 

1*352.1 

Station  Equipment 

3,258,416 

813,682 

- 

4,090,098 

Poles,  Towers,  &  Fixtures 

148,376 

324,117 

13,412 

485,905 

^355. 

Overhead  Conductors 

178,107 

511,463 

9,438 

699,008 

underground  Conduit 

5,370,872 

64,251 

10,094 

5,445,217 

L3S7. 

Underground  Conductors 

7,207,219 

108,202 

8,254 

7,323,675 

TOTaL 

16,666,802 

1,941,225 

41,198 

18,649,225 

igPEt  Amounts  for  Land,  Structure* ,  and  Station  Equipment  include  costa  allocated  to 
33.0,  13*2,  6.6  It.  feeders  only,  including  a  portion  of  the  bus.  Amounts  also 
L  include  oosts  of  6.6/13.2  Xt.  25  oycle  step-up  transformers  at  Banning  Power  Station 
and  13.2/6.6  Xt  25  oycle  step-down  transformer  at  Substation  No.  29i  the  13.2  Xt. 
tap  from  transformer  on  Feeder  951  to  primary  network  Substation  at  Substation 
No.  27 ;  and  13.2  Xt  regulator  installations  at  Substations  Nos.  19,  24,  and  60. 
Amounts  do  not  inolude  circuits  to  rotating  maohines  or  oirouits  to  13.2/4.0  It 
transformers  and  do  not  inolude  the  33/4.0  Xt  transformers  on  Feeders  921  and  951 
at  Substation  No.  4. 


$gft  892 

I 

m-44 


POTCMaC  ELECTRIC  POWER  COMPANY 

SUBSTATION  ELECTRIC  plant  USED  FCR  600  VCLT  SERVICE 
_ AVERAGE  NET  AS  OF  6-30-50 _ _ 


■ufratation 
I  Number 


Land 

nr 


apoc _ 

Structure#  A 
Improvement# 


Station 

Equipment 

(3) 


Total 

"nr 


2 

3 

4 

5 

10 

’ll 

12 

13 

14 

15 

16 
18 
20 
21 
25 
*6 
28 
29 
38 
56 


iTotal 


Jotea: 


$17  418 

$  28  564 

$  88  533 

$  134  515 

— 

2  864 

73  107 

75  971 

512 

5  721 

66  703 

72  936 

1  377 

2  723 

28  786 

32  886 

11  934 

14  800 

76  877 

103  611 

- 

9  123 

29  071 

38  194 

6  883 

17  131 

96  606 

120  620 

2  305 

11  675 

74  751 

68  731 

— 

11  853 

83  915 

95  768 

— 

5  854 

34  188 

40  042 

5  404 

11  444 

15  325 

32  173 

— 

459 

25  627 

26  086 

16  718 

43  126 

47  276 

107  120 

4  578 

9  458 

25  959 

39  995 

2  339 

3  236 

34  219 

39  794 

— 

2  763 

45  589 

48  352 

— 

3  518 

24  465 

27  983 

— 

3  845 

13  197 

17  042 

4  160 

12  903 

73  087 

90  150 

- 

1  533 

53  382 

54  915 

$73  628 

$202  593 

$1  010  663 

$1  286  884 

From  Survey  Department  Reoord* 


tap.  Transit 
Co 

““nr 


Station  Equipment 


tsst — 

Pepco  &  C.T.Co. 


$  11  412 
39  674 
679 
27  130 
3  246 
55  701 
18  534 
32  809 
18  017 

1  492 
47  324 
26  339 
50  964 

5  321 
5  183 
17  465 
113  576 
101  644 

2  733 
2  255 


$581  498 


$1  592  161 


POTCtfAC  ELECTRIC  POWER  COMPANY 


FUNCTIONAL  ALLOCATION  OF  COSTS  -  6  MO.  ENDED  JUNE  1950 
PRORATING  CERTAIN  OPERATING  EXPENSES  CN  BASIS  OF  ELECTRIC  PLANT 


l 

Railway 

Substations 


Eleotrio  Plant  3/ 


2 

E  Street 

$28,564 

$  31  850 

$  99  945 

$119  637 

$151  487 

3 

Eokingtcn 

2,864 

32  671 

112  781 

354  860 

387  531 

4 

Riverdale 

5,721 

42  436 

67  382 

353  762 

396  198 

5 

Brightwood 

2,723' 

62  622 

55  916 

560  201 

622  823 

10 

Central 

14,800 

31  598 

80  123 

242  566 

274  164 

11 

East 

9,123 

48  208 

84  772 

407  769 

455  977 

12 

Georgetown 

17,131 

59  330 

115  140 

535  525 

594  855 

13 

Harvard 

11,675 

128  238 

107  560 

764  458 

892  696 

14 

Benning 

11,853 

18  438 

101  932 

187  722 

206  160 

15 

Glen  Echo 

5,854 

5  854 

35  680 

124  105 

129  959 

1€ 

Sinclair 

11,444 

158  782 

62  649 

752  239 

911  021 

18 

7th  Street 

459 

459 

51  966 

51  966 

52  425 

20 

Lincoln 

43,126 

79  568 

98  240 

291  795 

371  363 

21 

"L"  Street 

9,458 

105  513 

31  280 

583  449 

688  962 

25 

Champlain 

3  236 

48  107 

39  402 

366  514 

414  621 

26 

Decatur 

2,763 

2  763 

63  054 

63  054 

65  817 

28 

14th  Street 

3  518 

4  078 

138  041 

146  091 

150  169 

29 

Delaware 

3,845 

4  435 

114  841 

142  491 

146  926 

38 

Harrison 

12,903 

62  627 

75  820 

411  386 

474  013 

56 

Navy  Yard 

1,533 

1  533 

55  637 

55  669 

57  202 

Other  Substations 


Supervision  &  Engineering 


Maintenance 

Rents 

Total  Oper  &  Maint 

Notes: 

1/  From  Survey  Dept.  Records  Average  Net  6  mo  a.  ended  6-30-50 
R/  Analysis  of  Ahooun  t,  See  Page  2 


III-45 
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Operation  of  Stations 

—  Aoot  759 

Maintenance 

of  Structure 

Structures 

Equi] 

pment 

Total  2/ 

&  Inprovements  -  aoct  765 

600  Volt 

Total 

600  Volt 

Total 

O  / 

$1  672 

$  1  864 

$  5  850 

$  7  003 

$  8  867 

600  Volt 

$  180 

Total 

$  201 

111 

1  267 

4  374 

13  764 

.15  031 

6 

65 

177 

1  311 

2  081 

10  926 

12  237 

15 

111 

68 

1  568 

1  400 

14  027 

15  595 

(23) 

(534) 

528 

1  127 

2  857 

8  648 

9  775 

459 

981 1 

287 

1  516 

2  665 

12  820 

14  336 

87 

458 

466 

1  615 

3  133 

14  574 

16  189 

111 

385 

225 

2  466 

2  069 

14  703 

17  169 

36 

399 

— 

’«• 

— 

— 

— 

— 

— 

202 

202 

1  231 

4  282 

4  484 

1 

1 

162 

2  248 

887 

10  651 

12  899 

114 

1  586 

— 

— 

— 

— 

— 

— 

— 

1  152 

2  126 

2  625 

7  796 

9  922 

2 

4 

134 

1  494 

443 

8  261 

9  755 

13 

150 

69 

1  024 

839 

7  805 

8  829 

1 

9 

— 

— 

— 

— 

— 

— 

— 

211 

245 

8  307 

8  791 

9  036 

28 

33 

235 

271 

7  021 

8  711 

8  982 

108 

125 

310 

1  506 

1  824 

9  895 

11  401 

52 

250 

— 

7  267 

- 

37  403 

44  670 

- 

4  294 

27  565 

6  009 

29  117 

47  606 

200  060 

229  177 

1  190 

8  518 

8  716 

51  342 

887 

4  296 

7  024 

29  516 

33  812 

208 

1  486 

J 

1  521 

• 

8  959 

6  896 

33  413 

54  630 

229  576 

262  969 

$1  398 

$10  004 

*j 

JO  237 

$60  301 

1  398  10  004  10  237  60  301  70  305 
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POTCMaC  ELECTRIC  PCfcfcR  COMPANY 
OPERATING  EXPANSES  FOR  SIX  MONTES  ENDED  JUNE  30,  1950 


kilway 
58 tat ion 


Account 


Note: 


Figure#  from  General  Accounting  Department  Records 


A 

759.1 

759.2 

765 

766 

Total 

* 

2 

8  449,94 

416.66 

201.25 

1  327.70 

10  395.55 

A  3 

14  496.04 

535.23 

64.70 

2  411.74 

17  507.71 

\  4 

11  640-72 

596.09 

111.02 

1  287.50 

13  635.33 

5 

15  037.46 

557.36 

-534.39 

816.41 

15  876.84 

1  10 

9  365.52 

409.10 

981.05 

275.48 

11  031.15 

L11 

13  533.17 

802.65 

457.85 

1  902.15 

16  695.82 

»12 

15  091.10 

1  096.42 

384.93 

2  042.64 

18  617.09 

f 13 

15  745.53 

1  423.64 

399.24 

2  149.47 

19  717.88 

r  141/ 

- 

— 

- 

9.68 

9.68 

15 

3  873.73 

61C.38 

1.03 

6a. 23 

5  106.37 

11  629.94 

1  269.44 

1  586.28 

2  599.13 

17  084.79 

P  18  2/ 

— 

- 

— 

— 

- 

>  20  ~ 

9  246.00 

676.56 

3.75 

485.13 

10  411.44 

a 

8  998.38 

756.42 

150.14 

1  674.12 

11  579.06 

25 

8  563.69 

265. a 

9.09 

723.08 

9  561.07 

26  3/ 

- 

- 

— 

— 

— 

t28 

8  521.59 

514.27 

33.14 

897.05 

9  966.05 

*29 

8  754.40 

227.62 

125.05 

155.08 

9  262.15 

(  38 

10  633.42 

767.44 

249.77 

746.04 

12  396.67 

56  4/ 

— 

- 

- 

— 

F 

173  580.63 

10  926.49 

4  223.90 

20  123.63 

208  854.65 

♦ 

Station  Labor  Supplies 

Buildings 

Equipment 

Notes: 

See  attached  Sheet 

for  estimated  expenses  for  following  Stations 

14 

$  464 

$  464 

18 

1  066 

1  066 

26 

1  066 

1  066 

►56 

1  067 

1  067 

988  895 
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POTCMaC  electric  pcmer  co. 

ESTIMATED  MAINTENANCE  EXPENSE  TCP. 
R.  R.  STATIONS  18,  26  &  56 


Animal  Exponas 

Breaker  Inapeotion  etc  (268  MEre)  $  576 
Relay  Soation  Inspection  eto  (116  MEr»)  236 
Monthly  Chart*  ,  Reading  4  Inspection  (72  Mhrs)  144 
Material*  (Brushes  ate)  450 
Routine  weakly  inspections  ($96/wfc)  4  092 


>6  396 

Coat  par  Station  for  6  mo  ended  6-30-50 
Sob.  18  $1,066 

Sub#  26  1*066 

Sub  56  1*067 

$3,199 

ESTIMATED  Matt.  1XP.  TOR 

’  K.  R.  STaTICH  14  (RaHWaT  RCRTICM  CKLY) 


Animal  Expense 

3  Hr#  Per  Day  -  5  Day#  Per  Week  -  Operation  1  560  V 

Routine  Inapeotion  (16  Hr#  Biweekly)  632 

Relay  Inapeotion  32 

Breaker  Inapeotion,  Eto  (32  Manhours)  64 


2*486 

926 

Coat  for  6  Mo.  Ended  6-30-50  1  244 

464 


1/  Eliminate  -  Power  Plant  Operators  start  and  stop  oeehlnes 


896 
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P 

* 
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POTOMaC  ELECTRIC  POWER  COMPANY 

ESTIMATED  CCS?  CF  DISTRIBUTION  LINES  USED 
FCR  STREET  LIGHT  SERVICE  _ 


Total  Coat  Distribution  Linas 
Denand  Kilowatt? 

Coat  par  Elio watt 


-  $28,231,249  (Low  Voltage  System) 

-  264,350  XW  (  •  ■  ) 

-  $106.79  (  ■  •  ) 


>Cost  per  Kilowatt  Tor  Street  Lighting  Distribution  Lines  is  assumed 

/ 

to  be  one  third  the  Cost  per  Kilowatt  for  Distribution  Lines  for 
Low  Voltage  System. 


^.Coat  per  Kilowatt  -  St  Ltg  •  $35.60 

^ Denned  Kilomtts  “  6,750 


in-48 


Cost  of  Distribution  Lines 


$240,300 


m 


POTOMAC  5LECTRIC  POWER  COMPANY 
HIGH  T2NS10N  TRAHSPaRMSRS  &  UTILIZATION  EQUIPMENT 

- {155 nsmsri - 


D.  C.  Nat*!.  Artu-ry 
Standard  Brands 
Nat‘l  Agriculture  Research 
Anaoostia  Punping  Sta 
Bureau  of  Standards 
Maryland  University 


Transformers 


$20,754 


$20,754 


Utilisation 


$32,919 

10,070 

42,222 

41,015 


36,655 


$163,782 


Prom  Survey  Dept.  Records 


897 
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POTTAC  BLHCTRIC  POV.TR  CTTPANY 
ESTIMATED  ^IGH  VOLTAGE  METERING  COST, 


898 


III-50 


{ost  of  Metering  Equipment  used  for  High  Voltage  Cub toner* 

LJuroher  of  Hgh  Voltage  Customers 
Cost /Customer 


$227,999  1/ 

103  2/ 
$2  214 


^location  of  Meter n  to  Class  of  Service 


Low  Voltage 

$5,487,586 

(Balanoe  of  Total  Metering  Cost) 

High  Voltage 

223,571 

(Balance  of  H«  V.  Metering  Cost ) 

S.2Co-op 

2,214 

(See  above) 

VZPCo. 

2,214 

imm) 

$5,715,585 

iNItes: 


a  1/  From  Meter  Dept  &  Surrey  Dept  Records  includes  portion  of  Meters  in  Stock 
i  2/  Average  Customers  for  6  months  ended  June  30,  1950 


in-si 


POTOMAC  PJuCTRIC  POWER  CCMPaHY 


AHALVEIS  OF  OPERATING  aCCTSo  780*1  AND  786 


Jeb 

Nariwr 


ADOt* 

780.U 


Aoot* 

780*12 


A»t. 

786 


1 

Coaea’l  Xngr*  Dept* 

75-81 

$  1 761*46 

$  16  514*72 

$18  407*39 

2 

Got  *t  Serrioe  Bureau* 

75-96 

3  887.73 

8  076*18 

6  274*53 

3 

Sales  Dept* 

75-91 

31  951*67 

76  866*54 

19  661*69 

4 

Cerreapoodenoe  Bureau. 

75-66 

16  211.47 

5 

Ceaea'l  Of  floe 

75-71 

22  675*96 

6 

Cua  toner  Serrioe  Bureau. 

75-76 

39  543.14 

7 

Cuatoaer  Rate  Inmatigatiooe 

72—35*  75-41 

2  343-37 

8 

! 

75-164  75-92 

$118  374*82 

$101  457*44 

$44  343*61 

t 

Caahiera  Dept* 

75-116  75-119 

6  380*47 

30 

Cortooar  j*»tg.  Dept* 

75-25 

1  874*89 

11 

Mater  Reading  Dept* 

75-52 

554.84 

$127  185*02 


$101  497*44 


$44,.  343*61 


12  Deocnatretio®  —  a/o  787*1 

13 

14  Supervision 

15  Total  Operation 

16  adsdn*  tt  General 

17  Renta  1  Mia©  Revenues 

18  Total  Custcanr  Connection 


Cornea roial  Dept,  eatiaate  of  Labor  Distribution 


Coen'l*  Ingr*  Dept* 
Gor’t  Serrioe  Bureau* 
Sales  Dept 

Correapeadanoe  Bureau* 
Cemaoroial  Of  floe 
Cua  toner  Serrioe  Bureau 


899 
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Low  High  Railway  Street 

Tetal  Voltage  Voltage  (600  V  Only)  Lighting  S»M*E 


$  36  664 

$  36  317J 

$  357* 

Line  19 

18  238 

2  189 

13  678 

1*824  547 

•  20 

128  480 

125  910- 

2  570 

•  21 

16  212 

36  222* 

•  22 

22  676 

22  676- 

•  23 

39  543 

39  543 

•  24 

2  343 

2'  343 

Direot 

264  3$6 

245  190 

14.068 

_  4  394  547 

a  sio 


8  177  468 


147 


18  Line  6 


38  108 

38  106 

Direot 

313$  094- 

291  475 

14  513 

4  541 

565 

14  675 

13  749 

685 

214 

27 

Line  13 

120  ooi  ) 

122  052 

5  579 

1  746 

217 

Line  13 

(4S5)  ) 

— HM. 

$445  363 

$417  276 

$20  777 

$6  5014 

$809 

300% 

99% 

3* 

100% 

22% 

75% 

390% 

98% 

188% 

100% 

100% 

100% 

300% 

100% 

3* 


10% 

2% 
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POTCKAC  ELECTRIC  POTCR  COMPANY 
ESTIMATED  COST  OF  METER  READING.  BILLING  &  ACCOUNTING 


m-52 


No  Customers  1/ 


Co»t  of 
Meter  Reading 
Billing  &  Aoctg. 


Low  Voltage 

a 

266,532 

2/ 

$445,976 

5/ 

High  Voltage 

+ 

101 

1/ 

6,060 

S/ 

Railway  (600  V  only) 

1 

60 

2/ 

Street  Lighting 

60 

t/ 

1,800 

2/ 

SMECo— op 

1 

60 

2/ 

V.EPCo 

6 

r 

1 

266,696 

60 

$454,016 

2/ 

“1/  Average  amber  of  Customer#  for  6  month#  ended  6-30-50 

*2/  Doe#  not  inolude  approximately  70  customer#  (A  C  Railway  aocounts)  which 
under  proposed  rate  will  become  Low  Voltage  Customer# 

4 

3/  Inolude#  Pentagon  Building  and  >*val  Powder  Factory 

4 

4/  Federal  Government  (i )  d.  of  C.  Government  (1 )  and  Looal  Maryland  &  Virginia 
Municipalities  (58) 

5/  Balance 

6/  Estimated  at  $10  per  month  per  customer  for  Meter  Reading,  Billing  &  Aootg. 
7/  Estimated  at  $5  per  month  per  customer  for  Billing  &  Accounting. 
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POTOMAC  ELECTRIC  POWER  COiTANY 

SUGARY  OF  ELECTRICAL  ENERGY  TAGS 
BY  CLASS  0?  SERVICE 
6  MOS  ENDED  6-30-50 


Prorata  of 

Amount  Penalties  1/  Amount 


Low  Voltage 

$407,976 

$5,402 

$413,378 

High  Voltage 

1,729 

1,729 

Street  Lighting 

33 

33 

Penalties 

5,402 

- 

$415,140 

$415,140 

Notes: 

1/  Allocated  entirely  to  Low  Voltage 

From  I*onthly  Report  from  Customer  Billing  Dept. 


m 


potc^ac^sctoicjwILco 

RsvmjE  &  pmms  6-30-50 


Revenue 

Penalties 

Total 

Low  Voltage 

$13,363,092  V 

$162,063 

$14,025,155 

High  Voltage 

2,673,749  y 

2,673,749 

Railway  (600'  V  only) 

458,478 

458,478 

Street  Lighting 

586,404 

586,404 

SKS  Co-op 

130,104 

130,104 

V.2.P.  Co. 

607,039 

607,039 

$18,318,866 

$162,063 

$18,480,929 

902 

HI-54 


Notes: 


1/  Includes  estimated  revenue  from  C.T.  Co.  A.C.  Service 
2/  Includes  ftntagon  Building  and  Naval  Powder  Factory 


m 
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POTOMAC  ELECTRIC  POWER  COMPANY 
UNITS  OT  ALLOCATION 

rOEL  A  IKTLRCEaNCI  POWER,  PQWlR  SUPPLY  A  SUBTRaNSMISSICK 


hi-55 


l*ual  &  Interohange  A  Power  Supply 


Low  Toulon 

High  Toulon 

~+- 

600  V.  Systems 

Railway 

O' 

•Othor 

Street  Lighting 
»M»E*  Co-op* 
r.£.p.  Co* 

* 

: 


Pentagon  A  VEFCo 
Pentagon 
VEPCo 


A 

i 


SubtransmlBslon 

Low  Toulon 

High  Toulon  ^ 

600  Volt  Systom 
Railway 

Other 

Stroot  Lighting 


Megawatt— hours 
Gross  Generated 


1*118.-726 


Base  Load 


Demands  Kilowatts 
Peak  Load 


AtJ*  Load 

Avg.  Loa<£  %  Total 


257*400 


577,300 


417,350 


795,810 

183,100 

386,600 

284,850 

6 

1.28 

289,954 

66,700 

179,700 

123,200 

2 

6.50 

59,559 

13,700 

31,300 

22,500 

4.84 

821 

200 

300 

250 

.05 

20,192 

4,600 

10,300 

7,450 

1.60 

14,837 

3,400 

6,000 

4,700 

1.01 

63,211 

14,600 

29,300 

21,950 

4.72 

1,244,384 

286,300 

643,500 

464,900 

10 

0.00 

43,423 

10,000 

30,500 

20,250 

4 

7.99 

63,211 

14,600 

29,300 

21,950 

5 

2.01 

1- _ 

106,634 

24,600 

59,800 

42,200 

10 

1 

0.00 

795,810 

183,100 

386,600 

284,850 

6 

9.25 

242,344 

55,800 

148,800 

102,300 

2 

4.51 

59,559 

13,700 

31,300 

22,500 

5.39 

821 

200 

300 

250 

.06 

20,192 

4,600 

10,300 

7,450 

t 

100.00 


9/11/50 


~y  Excluding  N.P.f.  &  Pentagon 


1 


904 


m 
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POTOMAC  SLSCTRIC  CO 

UKTTS  OF  ALLOCATION 


Substation 

a  - 


■) 

9 

1 

!SV(Sub  Lore!  ) 

Avg  Load 

Sub  Level 

Base  load 

Ffeak  Load 

Avg  Load 

£  -  Total 

Low  Tension 

713,589 

164,300 

350,600 

257,450 

91.36 

600  7  System : 

Railway 

46,226 

10,600 

24,300 

17,450 

6.19 

Othor 

637 

100 

200 

150 

.05 

Street  Lighting 

18,286 

4,200 

9,300 

6,750 

2.40 

* 


* 


905i 


ni-57 


2NHTRGV  A!  ID  FEAXS 

-  JANUARY  1 

,  1950  THRO  JUNE  30, 

1950 

4 

m 

A 

r. 

» 

M.W.H. 

Base 

<  of 

m 

3  of 

M 

.•{ 

of 

* 

Gross  Enerr'y 

Load 

Total 

Feak 

Total 

L.r. 

1 

otal 

Low  Tension 

795,810 

183.1 

63.9 

386.6 

60.1 

47.4 

62.0 

**  High  Tension 

209,954 

66.7 

23.3 

179.7 

27.9 

37.1 

25.6 

♦  600  V.  System  t 

L  -C.T.Co. 

59,559 

13.7 

4.8 

31.3 

4.9 

43.8 

4.9 

F  Other 

821 

0.2 

O.i 

0.3 

- 

- 

V2PC0. 

63, 211 

14.6 

5.1 

29.3 

4.6 

49.8 

4.9 

•»  _ 

S»  V&9  2.  Coop* 

14,837 

3.4 

1.2 

6.0 

0.9 

56.7 

1.0 

Street  Lights 

20,192 

4.6 

1.6 

10.3 

1.6 

44.7 

1.6 

4  Total 

1,244,384 

286.3 

100.0 

643.5 

100.0 

55.7 

1 

00.0 

*  ■ 
-♦ 


1  >IHLirm 
«  9/8/50 
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CLASS  P3AKS  -  JAWTARY  I,  1950  -  TFF.U  30,  1950  -  HALT  HOUR 


Gross 

Generated 


4  jy.  System 

252.6  1*. 

253.6 

LVAC  Networks 

115.6 

116.0 

Sdisoa  System 

8.9 

8.9 

Secondary  from  H*T. 

8.1 

8.1 

600  V.  System: 

C.T.  Co. 

31.2 

31.3 

Other 

0.3 

0.3 

High  Tension 

179.0 

179.7 

S.  13d.  2H.ec.  Coop* 

6.0 

6.0 

V.S.P.Co. 

29.2 

29.3 

Street  Lights 

10.3 

10.3 

Company  Use 

2.3 

- 

Total  Non— Simultaneous  Pk. 

643.5 

643.5 

Total  Simultaneous  Peak 

514.0 

Diversity  Factor 

1.25 

D/L'.rn 

9/11/50 


CLASS  PEAKS  -  JANUARY  1,  1950  THRU  JUNE  30,  1950 


4  XV  -  MARCH  2,  1950 


6:00  P.M. 

204,973  Instantaneous 

6:30  P.M. 

229,570  Instantaneous 

7:00  P.V. 

239,036  Instantaneous 

7:30  PA\ 

237,255  Instantaneous 

8:00  P.M. 

232,606  Instantaneous 

Half  Hour  Demand 

from  Graph  ..  238,500  Br. 

Street  Lights  .., 

Company  Use  ..... 

4  Kr.  exd.  St.  Lts.  &  Co.  Use  228,684  Kir. 

Net  Generated  —  228.7  *  .9585  •  238.6  Mr. 
Gross  Generated  —  238.6  •»  .9451  •  252.6  Mr. 


L.V.A.C.  NETWORKS  -  JU>J5  27.  1950 


12:00  Noon  5,125  A 

1:00  P.M.  5,130  A 

2:00  P.M.  5,140  A 

3:00  PJT.  5,125  A 

4;00  P.'-'.  5,000  A 


106,400  Instantaneous 
106,500  Instantaneous 
106,700  Instantaneous 
106,400  Instantaneous 
103,800  Instantaneous 


Half  Hour  Demand  . . .  106.7  Mr. 

Company  Use  . . . .  1.0  ». 


LVAC  Ntwks.  oxol.  Co.  Use  .««...  105,7 


Net  Generated  -  105,7  -r  .9682  -  109.2  Mr. 
Gross  Generated  ■  109.2  »  .9451  -  115.6  Mr. 


EDISON  -  JANUARY  19,  1950 


1:00  P.M. 
2:00  P.K. 
3:00  P.M. 
4:00  P.M. 


6,675  Instantaneous 
6,925  Instantaneous 
6,925  Instantaneous 
6,350  Instantaneous 


Half  Hour  Demand 


6,925  Br. 


Net  Generated  x  6.925  .8226  a  8,4  Mr. 

Gross  Generated  m  8.4  t  .9451  a  8.9  Mr. 

SECONDARY  FROM  H.T.  LINDS  -  JUNE  27 f  1950 


2:00  P.M.  7,167  »r.  Half  Hour 
2:30  P.K.  7,093  Br.  Half  Hour 
3:00  P.M.  7,051  Br.  Half  Hour 


Net  Generated  ■  7.2t  .9348  m  7.7  Mr, 
Gross  Generated  „  7.7  -r  .9451  s  8.1  Mr, 


m 


908 


us  Peaki  -  Jan.  1,  1950 

June  30,  1950  -  Half  Hour  (Cont’d.) 


WAY  -  FEBRUARY  3,  1950 


III-60 


*• 

> 


4;45 

P.M. 

20,960 

15 

Min 

5:00 

P.M. 

23,060 

15 

lln 

5:15 

P.M. 

24,080 

IS¬ 

Tin 

5:30 

P.M. 

24,340 

IS 

Min 

5:45 

P.M. 

24,640 

15 

Min 

6:00 

P.M. 

22,840 

15 

Min 

6:15 

P.M. 

a, 680 

15 

Min 

Half  Hour  Demand 


Net  Generated  a  24.49  t  .8213  a  29.8  M*r. 
Gross  Generated  —  29.8  t-  .9451  a  31.5  Mr. 
Gross  Generated  600  V.  comm.  0.3  Mr. 

Gross  Generated  Total  . . .  31.2  IV. 


24,490  Or. 


rGH  TENSION  -  Jp:a  27.  1950 


2:00  P.M.  161,572  Or.  Half  Hour 
2:30  P.M.  163,222  Or.  Half  Hour 
3:00  P.M.  161,814  Or.  Balf  Hour 

Net  Generated  a  163.2  v  .9638  s  169.3  Mr. 
Gross  Generated  a  169.3  t  .9451  a  179.0  J>. 


tO.  MD.  ELEC.  COOP.  -  MARCH  22.  1950 


5472  Or.  Half  Hour 

Net  Generated  a  5,472  t  .9653  a  5.67  Mr. 
Gross  Generated  a  5.67  ■*  .9451  a  6.0  Mr. 


TZ PCO  -  JANUARY  12.  1950 


27,399  Or.  Half  Hour 

Net  Generated  •  27.4  *  .9911  *27.6  Mr. 
Gross  Generated  —  27.6  t  .9451  a  29.2  Mr. 


STREET  LIGHTS  -  JUNE  1950 


9,033  Or.  Continuous 

Net  Generated  —  9033  t  .9304  =  9710  Or. 
Gross  Generated  a  9710  ■*  .9451  a  10.3  Mr 


2, COO  Or. 

Net  Generated  a  2000  t  .915  a  2.2  IV. 
Gross  Generated  —  2.2  t  .9451a  2.3  Mr 


opany  use 
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POTQIAC  2LZCTRIC  POTH  CCMPAW 
ENGINEERING  DEPARTMENT 


Project  _ 
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O  4> 
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%  of 
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14.6  59.4 
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49.0 

54.2 
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100.0 

100.0 

n 


701 -AC  ELECTRIC  POTCZR  CO^TANY 
N2BRING  DEPARU'SNT 


Project  _ 

Prep* red  By  I.M.L 

Checked 


ct  Energy  &  Peaks  -  Substation  Lerel  —  First  Half  1950 


yond  Stations 


Tension 
treet  Lights 

600  V.  other  than  Railway 
Total 
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Low  Tension 
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rV.  System 
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713,589 

164.3 

97.4 
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97.3 

97.35 

18,286 

4.2 

2.5 

9.3 

2.6 

2.55 
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0.1 

0.1 

0.2 

0.1 

0.10 

732,512 

168.6 
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360.1 

100.0 
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713,589 

164.3 

91.7 
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91.2 

91.45 
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46,226  10.6 

1 
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Total 


675,483 


713,589 


Street  Lights 


17,754 


.9709 


18,286 


^600  V.  Other  thsn  Railway 


600  V.  Railway 


637 

46,226 


637 

46,226 


iL.T.  Sff .  Factor;  * 

55.2S  x  6.94  -  3.830  Loss 
39.5^  x  3.08  -  l.n7 
2.8"$  x  8.315  -  .234 

2.2T$  x  1.96  -  .043 

0-2#  x  4.05  -  .012 


1.0000 

.0534 


100.0 


5.336  Loss 


.9466 
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|  Prepared  by  Z.M.L. 

Checked  by 

j&ibject  Naral  Powder  factory  —  Tine  H.  T.  Itea k  —  First  Half  1950 


a 


JUne  27,  1050 
2r30  P.  Mm 


Pentagon 

n.p.f.  pm. 


624  ■*  .9966  -  625  XW. 

625  -r  .9721  ■  643  XW.  Net 
643  t  .9451  x  660  XW.  Cross 


26,188  f  .9910  ♦  .9451  a  30.1  WT. 
Inol.  Propor.  of  Co.  Use  —  30.2  Mr. 


3,841.400  t  .9966  a  3,846,785  PrH. 
3,846,785  r  .9721  a  3,957,190  ■ 
3,957,190  f  .9451  -  4,187,059  * 


N.P.F. 

Loss  Factors  t  — 


624  XW.  at  .8  P.F.  -  6.5  A. 

L2  R  loss  to  Pi  scat  stray  «  3  x  6.52  x  .481  *  x  14  si.  s  850  W. 

■  .85  ZW. 


•85  —  J.4* 
ZW 
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".9965 


Date 

Date 
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1.0000 
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a 

A 
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PEPCo  Exhibit  No.  31A. 

Formal  Case  No.  402 


POTOMAC  ELECTRIC  POWER  COMPANY 

Estimated  Cost  of  Service — Six  Months  Ended  June  1950 

Explanatory  Notes 

General 


The  elements  of  the  Rate  Base  and  Costs  which  were 
allocated  in  this  study  are  set  forth  on  page  III — 1.  It 
will  be  noted  that  three  adjustments  were  made  to  the 
Operating  Expenses — Rent  from  Electric  Property,  Reve¬ 
nue  from  Servicing  Customer  Installations  and  Miscel¬ 
laneous  Electric  Revenue  were  treated  as  a  deduction  from 
Operating  Expenses  instead  of  being  allocated  as  Revenue. 

Each  element  of  the  Rate  Base  was  weighted  by  averag¬ 
ing  the  amounts  as  of  January  1,  1950  and  as  of  June  30, 
1950.  The  computations  are  shown  on  the  following  pages : 

Electric  Plant — pages  III — 2  and  3 
Construction  Work  in  Progress — pages  III — 4  through 
17 

Contributions  and  Deposits — pages  III — 18  through  20 
Materials  and  Supplies — page  III — 21 

An  adjustment  was  made  between  Primary  Accounts  in 
Electric  Plant  to  transfer  from  Transmission  Plant  to  Dis¬ 
tribution  Plant,  certain  charges  which  will  be  later  trans¬ 
ferred  on  the  books. 

The  amounts  in  the  several  Operating  Expense  accounts 
for  Supervision  and  Engineering  were  distributed  pro  rata 
over  the  operation  or  maintenance  accounts  to  which  they 
are  applicable.  These  computations  are  shown  on  pages 
III — 24  through  26  which  also  show  the  Electric  Plant  ac¬ 
counts  to  which  the  various  Operating  Expenses  accounts 
are  applicable.  The  Restatement  of  the  expense  accounts 
by  Electric  Plant  items  is  shown  on  pages  III — 22  and  23 
where  one  or  more  Expense  accounts  are  applicable  to 
more  than  one  Electric  Plant  account,  the  division  between 
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Subtransmission  System: 

Naval  Powder  Factory  (From  Piscataway  Creek 
to  Indian  Head) 

Southern  Maryland  Electric  Co-operative  (From 
Palmers  Corner  to  territorial  boundary) 
Pentagon  and  Virginia  Electric  and  Power  Com¬ 
pany  (From  Potomac  River  and  Buzzard  Point 
Stations  to  Substation  55) 

Other  Subtransmission 

Substations : 

600  Volt  Substation  Facilities 
Other  Substation  Facilities 
Overhead  Lines 
Underground  Lines 
Transformers 
Services 
Meters 

Utilization  Facilities : 

Street  Lighting 
Other 

Commercial  and  Promotion  (General  Plant  ap¬ 
plicable). 

In  addition  to  the  three  generating  stations  at  Benning, 
Buzzard  Point  and  Potomac  River,  the  power  supply  facili¬ 
ties  include  the  cost  of  the  P.  R.  R.  Frequency  Changer  at 
Benning  Station  which  is  used  in  the  exchange  of  energy 
with  the  Baltimore  System,  the  cost  of  the  230,000  volt 
transmission  line  to  Ellicott  City  and  the  110,000  volt  trans¬ 
former  used  for  the  interconnection  with  the  Westport 
Plant  of  the  Baltimore  Company.  Also  included  in  “Power 
Supply”  are  the  costs  of  certain  feeders  which  tie  together 
the  three  generating  stations  and  the  terminal  points  of 
the  Baltimore  interconnection.  A  map  of  these  feeders  is 
shown  on  page  III — 32.  The  costs  of  all  these  facilities 
are  shown  in  detail  on  pages  HI — 33  through  36. 
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Explanatory  Notes 
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The  elements  of  the  Rate  Base  and  Costs  which  were 
allocated  in  this  study  are  set  forth  on  page  III — 1.  It 
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An  adjustment  was  made  between  Primary  Accounts  in 
Electric  Plant  to  transfer  from  Transmission  Plant  to  Dis¬ 
tribution  Plant,  certain  charges  which  will  be  later  trans¬ 
ferred  on  the  books. 

The  amounts  in  the  several  Operating  Expense  accounts 
for  Supervision  and  Engineering  were  distributed  pro  rata 
over  the  operation  or  maintenance  accounts  to  which  they 
are  applicable.  These  computations  are  shown  on  pages 
III — 24  through  26  which  also  show  the  Electric  Plant  ac¬ 
counts  to  which  the  various  Operating  Expenses  accounts 
are  applicable.  The  Restatement  of  the  expense  accounts 
by  Electric  Plant  items  is  shown  on  pages  III — 22  and  23 
where  one  or  more  Expense  accounts  are  applicable  to 
more  than  one  Electric  Plant  account,  the  division  between 


Plant  accounts  was  made  in  proportion  to  Electric  Plant 
value,  as  shown  on  pages  III — 27  and  28. 

The  distribution  of  the  Depreciation  Reserve  was  made 
as  shown  on  page  III — 30  by  application  of  accrual  rates 
in  P.  U.  C.  Exhibit  31  in  Formal  Case  No.  326  and  the 
average  years  in  service  to  the  value  in  each  depreciable 
plant  account,  thus  obtaining  a  trial  depreciation  reserve. 
The  difference  between  the  total  of  this  trial  reserve  and 
the  actual  depreciation  reserve  was  distributed  over  each 
depreciable  plant  account  pro  rata. 

Similarly,  depreciation  accrual  rates  used  in  P.  U.  C. 
Exhibit  34  in  Formal  Case  No.  326  were  applied  to  the 
depreciable  plant  accounts  and  the  difference  between  the 
actual  depreciation  accrual  and  the  total  of  trial  accrual 
thus  obtained  was  distributed  over  the  plant  accounts  pro 
rata.  This  distribution  is  shown  on  page  III — 31. 

Functional  Allocation 

The  accounts  prescribed  in  the  Uniform  System  of  Ac¬ 
counts  for  the  charges  to  Electric  Plant  and  to  Operating 
Expenses  do  not  classify  the  various  items  so  that  any 
account  or  group  of  accounts  can  be  allocated  to  service 
classes  without  further  analysis  or  breakdown.  For  in¬ 
stance,  the  Operation  Account  No.  761.1  for  Overhead  Lines 
and  the  Plant  Accounts  Nos.  354  and  355  for  Poles  and 
Conductors,  respectively  contain  charges  applicable  to  all 
Overhead  Lines,  regardless  of  voltage  or  function.  The 
costs  of  secondary  lines  would  not  be  allocated  to  the  same 
service  classes  as  would  13.2  and  6.6  Kv  subtransmission 
lines,  yet  both  are  in  the  same  accounts.  Accordingly,  the 
Electric  Plant  was  restated  into  the  following  functional 
items,  as  shown  on  page  II — 1. 

Power  Supply: 

Energy  or  Commodity  items 
Demand  or  Fixed  Charge  items 
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Subtransmission  System: 

Naval  Powder  Factory  (From  Piscataway  Creek 
to  Indian  Head) 

Southern  Maryland  Electric  Co-operative  (From 
Palmers  Corner  to  territorial  boundary) 
Pentagon  and  Virginia  Electric  and  Power  Com¬ 
pany  (From  Potomac  River  and  Buzzard  Point 
Stations  to  Substation  55) 

Other  Subtransmission 

Substations : 

600  Volt  Substation  Facilities 
Other  Substation  Facilities 
Overhead  Lines 
Underground  Lines 
Transformers 
Services 
Meters 

Utilization  Facilities: 

Street  Lighting 
Other 

Commercial  and  Promotion  (General  Plant  ap¬ 
plicable). 

In  addition  to  the  three  generating  stations  at  Benning, 
Buzzard  Point  and  Potomac  River,  the  power  supply  facili¬ 
ties  include  the  cost  of  the  P.  R.  R.  Frequency  Changer  at 
Benning  Station  which  is  used  in  the  exchange  of  energy 
with  the  Baltimore  System,  the  cost  of  the  230,000  volt 
transmission  line  to  Ellicott  City  and  the  110,000  volt  trans¬ 
former  used  for  the  interconnection  with  the  Westport 
Plant  of  the  Baltimore  Company.  Also  included  in  “Power 
Supply”  are  the  costs  of  certain  feeders  which  tie  together 
the  three  generating  stations  and  the  terminal  points  of 
the  Baltimore  interconnection.  A  map  of  these  feeders  is 
shown  on  page  III — 32.  The  costs  of  all  these  facilities 
are  shown  in  detail  on  pages  III — 33  through  36. 
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The  Subtransmission  System  consists  of  all  facilities 
operating  at  6600  volts  and  over  except  those  assigned  to 
Power  Supply  and  those  set  out  separately  as  used  for  the 
Naval  Powder  Factory,  Southern  Maryland  Electric  Co¬ 
operative,  Pentagon  Building  and  Virginia  Electric  and 
Power  Company.  This  system  comprises  all  facilities 
used  for  transmitting  power  and  energy  from  the  Power 
Supply  System  to  the  Substations  and  to  High  Voltage 
Customers. 

The  co-st  of  substation  facilities  owned  by  Capital  Transit 
Company  and  operated  and  maintained  by  Potomac  Electric 
Power  Company  for  600  volt  direct  current  service  is  not 
included  in  this  study.  The  costs  of  the  Company  owned 
600  volt  substation  facilities  includes  the  conversion  and 
other  equipment  used  wholly  for  furnishing  600  volt  direct 
current,  as  well  as  a  proportionate  share  of  land,  buildings, 
cell  structures,  bus  bars,  and  the  like  which  are  used  jointly 
for  all  types  of  substation  output.  The  cost  of  Company 
owned  600  volt  facilities  together  with  the  estimated  cost 
of  Capital  Transit  Company  owned  equipment  in  each 
substation  is  shown  on  page  in — 14. 

Also  shown  on  page  II — 1  is  the  functional  distribution 
of  Materials  and  Supplies.  Fuel  and  Generating  Station 
Supplies  are  assigned  directly  to  Power  Supply  and  Other 
Supplies  are  distributed  functionally  in  proportion  to  Elec¬ 
tric  Plant  exclusive  of  land  and  Production  Plant. 

General  Plant  was  distributed  functionally  in  proportion 
to  Operating  Expenses  excluding  Fuel  and  Interchange 
Power. 

The  functional  allocation  of  Construction  Work  in  Prog¬ 
ress  is  shown  on  page  II — 2  and  was  made  on  the  basis  of 
the  accounts  involved,  the  detailed  calculations  of  which 
are  shown  on  pages  III — 7  and  8. 

Contributions  and  Deposits  are  assigned  functionally  as 
shown  on  page  II — 3. 

The  various  items  of  Depreciation  Reserve  and  Accrual, 
shown  on  pages  II — 4  and  6  respectively,  were  either  di- 
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rectly  assigned  or  distributed  in  proportion  to  Electric 
Plant. 

The  Operating  Expenses  for  the  600  volt  substations 
was  determined  by  allocating,  on  the  basis  of  property 
owned  by  both  Capital  Transit  Company  and  Potomac 
Electric  Power  Company,  the  expenses  for  each  substa¬ 
tion  which  contains  600  volt  facilities.  These  calculations 
are  shown  on  page  III — 45. 

Operating  Expenses  for  other  functions  were  either 
directly  assigned  or  allocated  in  proportion  to  Electric 
Plant,  as  shown  on  page  II — 5. 

Administrative  and  General  Expense  was  distributed 
pro  rata  over  all  items  except  Fuel  and  Interchange  Power. 
The  deductions  for  Rent,  Servicing  Customers’  Installa¬ 
tions  and  Miscellaneous  Revenue  were  assigned  directly 
from  analyses  of  the  respective  accounts,  as  shown  on 
page  III — 29. 

Allocation  to  Customer  Classes 

Allocation  to  customer  classes  of  the  functional  items 
comprising  Electric  Plant  was  made  in  the  following 
manner : 

The  Energy,  or  Commodity,  component  of  Power  Supply 
was  allocated  in  proportion  to  the  kilowatt-hours  generated 
for  each  class  of  service.  The  Demand,  or  Fixed  Charge, 
component  of  Power  Supply,  the  Subtransmission  system 
and  Substations  were  allocated  in  proportion  to  the  average 
of  the  non-coincident  peak  and  the  average  (or  100%  load 
factor)  demands  of  each  class,  except  that  the  lines  serving 
the  Naval  Powder  Factory  and  Southern  Maryland  Electric 
Co-operative  were  segregated  as  separate  functions  and 
directly  assigned.  The  cost  of  Distribution  Lines  used  for 
Street  Lighting  were  estimated  (see  Page  III — 48)  and 
assigned  to  Street  Lighting,  and  the  balance  assigned  to 
Low  Voltage  Schedules.  The  cost  of  certain  facilities  used 
for  High  Voltage  service  was  estimated  (Page  III — 49) 
and  assigned  to  that  group  and  the  balance  assigned  to 
Low  Voltage  Schedules. 
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The  cost  of  metering  equipment  for  the  High  Voltage 
Schedules,  Southern  Maryland  Electric  Co-operative  and 
Virginia  Electric  and  Power  Company  was  estimated 
(Page  III — 50)  and  assigned  to  those  customers  and  the 
balance  assigned  to  Low  Voltage  Schedules.  The  cost  of 
General  Plant  used  for  Commercial  and  Promotion  Ex¬ 
pense  was  allocated  in  proportion  to  Operating  Expenses 
for  Commercial  and  Promotion  (Page  I — 6). 

Construction  Work  in  Progress,  Contributions  and  De¬ 
posits,  Materials  and  Supplies,  Depreciation  Reserve  and 
Depreciation  Accrual  were  allocated  in  the  same  manner  as 
Electric  Plant.  The  calculations  are  shown  on  Pages  I — 2 
through  5  and  I — 7. 

Except  for  the  seven  components  of  the  Commercial  and 
Promotion  function,  Operating  Expenses  were  allocated 
in  the  same  manner  as  Electric  Plant.  The  Customer  Con¬ 
nection  expense  was  developed  and  allocated  by  means  of 
the  labor  expense  as  shown  on  Page  III — 51.  Meter  Read¬ 
ing,  Billing  and  Accounting  was  allocated  in  proportion  to 
the. number  of  customers  as  shown  on  Page  III — 52. 

Expenses  for  Credit  and  Collecting,  Uncollectible  Bills, 
Advertising  and  Other  Customer  Service  were  all  assigned 
to  Low  Voltage  Schedules. 

All  of  the  Units  of  Allocation,  Kilowatt-hours  and  de¬ 
mands  at  the  various  delivery  levels  are  all  set  forth  on 
Page  I — 9. 

The  remaining  cost  elements — Taxes  and  Return  were 
allocated  on  Summary  Pages  1  and  2. 

Summaries 

Summary  Page  1  summarizes  the  Rate  Base  Components, 
Operating  Expenses  and  Depreciation  Accrual,  the  alloca¬ 
tions  of  which  were  described  in  the  previous  section.  On 
this  sheet,  Real  Estate  and  Personal  Property  Taxes  are 
allocated  in  proportion  to  Electric  Plant;  and  Payroll  and 
Unemployment  Taxes  are  allocated  in  proportion  to  Oper¬ 
ating  Expenses,  exclusive  of  Fuel  and  Interchange  Power. 

Electrical  Energy  Taxes  are  allocated  as  actually  paid 
(see  page  III — 53). 
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All  of  the  foregoing  cost  elements  are  then  totaled  and 
the  Gross  Receipts  Taxes,  Income  Taxes  and  Return  allo¬ 
cated  on  two  bases — one  to  develop  the  total  equal  to  the 
revenue  actually  received  (Lines  17  and  22)  and  the  other 
to  develop  the  total  cost  with  an  equal  rate  of  return  for 
each  customer  class  (Lines  23  and  28).  In  each  case  the 
Gross  Receipts  Taxes  are  allocated  in  proportion  to  the 
revenue  or  total  cost,  as  the  case  may  be. 

In  the  development  of  total  costs  equal  to  revenue,  the 
Income  Taxes  are  allocated  in  proportion  to  the  balance 
before  Income  Taxes,  omitting  Railway  and  Street  Light¬ 
ing,  which  have  negative  balances.  The  Return  in  this 
case  is  a  balancing  figure. 

For  the  Equal  Rate  of  Return  basis,  the  Income  Taxes 
and  Return  are  allocated  in  proportion  to  Rate  Base. 

On  Summary  Page  2,  the  costs  are  summarized  and  other 
allocations  made  as  on  Summary  Page  1  except  that  the 
total  revenues  are  those  which  would  have  been  realized 
if  the  proposed  rates  had  been  in  effect  during  the  period. 


PEPCo  Exhibit  No.  32. 

Formal  Case  No.  402 
ANNEX C 
Revised  10/3/50 

POTOMAC  ELECTRIC  POWER  COMPANY 

Capital  Transit  Company  Proposed  Revenue  Increases 
Application  of  Proposed  Rates  to  1949  Service 

600  Volt  D-C  Service 

105,458,000  Kwh  at  .65c=3  685,000 

328,656  Kw  mo.  (60  minute)  at  $1.75  =  575,000 
328,656  Kw  mo.  (60  minute)  at  $1.15  =  378,000 

Revenue  at  Proposed  Rates _  $1,638,000 


A-C  Service  (General  Offices,  Carbarns,  Bus  Garages,  etc.) 
5,494,000  Kwh  at  proposed  Low  Voltage  Rate 

as  applicable  (“LC”  and  “SC”)  ....  $  99,000 
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Test  Period — Twelve  Months  Ending  June  30,  1951 
(on  an  annual  basis) 

600  Volt  D-C  Service 

1949  Revenue  at  Proposed  Rates _  $1,638,000 

1949  Actual  Revenue _  $1,095,000 

Less  Fuel  Adjustment _  405,000 


690,000 


1949  Revenue  Increase  between  Basic 
Rates,  (105,458  Mwh  at  0.8989c/Kwh) _  $  948,000 


Revenue  Increase  between  Basic  Rates  for 
Test  Period  (92,428  Mwh  at  0.8989c/ 

Kwh)  _  $  831,000 

Less  Fuel  Adjustment  in  Forecast  Revenue  317,000 


Net  Revenue  Increase  for  Test  Period _  $  514,000 


A-C  Service 

1949  Revenue  at  Proposed  Rates _  $  99,000 

1949  Actual  Revenue _  $54,000 

Less  Fuel  Adjustment _  22,000 


32,000 

1949  Revenue  Increase  between  Basic  Rates 

(5,494,000  Kwh  at  1.2196c/Kwh)  _  $  67,000 

Revenue  Increase  between  Basic  Rates  for 
Test  Period  (4,945,000  Kwh  at  1.2196c/ 

Kwh)  _  $  60,000 

Less  Fuel  Adjustment  in  Forecast  Revenue  17,000 

Net  Revenue  Increase  for  Test  Period _  $  43,000 


Excerpts  from  Exhibit  No.  36. 

This  Agreement,  made  this  Sixteenth  day  of  June,  1932, 
by  and  between  the  Potomac  Electric  Power  Company, 
a  corporation  of  the  District  of  Columbia,  referred  to  as 
“Washington  Company,”  and  the  Consolidated  Gas  Elec¬ 
tric  Light  and  Power  Company  of  Baltimore,  a  Maryland 
corporation,  referred  to  as  “Baltimore  Company.’ ’ 
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Washington  Company  is  engaged  in  the  generation,  dis¬ 
tribution  and  sale  of  electrical  power  and  energy  in  the 
District  of  Columbia  and  in  territory  in  Maryland.  It  owns 
and  operates  the  Benning  steam  generating  station  and 
owns  a  site  for  a  future  steam  generating  station  at  Buzzard 
Point. 

Baltimore  Company  is  engaged  in  the  generation,  pur¬ 
chase,  distribution  and  sale  of  electrical  power  and  energy 
in  the  City  of  Baltimore  and  in  the  State  of  Maryland.  It 
owns  and  operates  steam  generating  stations  in  the  City  of 
Baltimore  and  purchases,  under  long  term  contracts  extend¬ 
ing  beyond  the  term  of  this  contract,  the  entire  output, 
directly  or  indirectly,  of  the  Safe  Harbor  hydro-electric 
development  and  of  the  Holtwood  hydro  and  steam-electric 
development  on  the  Susquehanna  River  owned  by  com¬ 
panies  associated  with  Baltimore  Company,  namely,  the 
Safe  Harbor  Water  Power  Corporation  and  the  Pennsyl¬ 
vania  Water  &  Power  Company,  and  in  addition  can  make 
available  through  the  high  tension  interconnections  of  the 
latter  company,  other  sources  of  power  from  large  neigh¬ 
boring  regional  power  systems. 

An  interconnection  between  the  systems  of  Washington 
Company  and  Baltimore  Company,  capable  of  transmitting 
large  amounts  of  power  and  energy  in  either  direction,  will 
make  possible  improvements  in  service  and  in  overall  econ¬ 
omy  with  consequent  benefits  to  the  public  and  to  the  con¬ 
tracting  parties. 

Now,  Therefore,  This  Agreement  Witnesseth:  That 
for  and  in  consideration  of  the  mutual  covenants  and  agree¬ 
ments  hereinafter  expressed,  and  the  sum  of  Five  Dollars 
($5.00)  paid  by  each  of  the  parties  hereto  to  the  other,  re¬ 
ceipt  whereof  is  hereby  acknowledged,  and  of  other  valu¬ 
able  considerations,  Washington  Company  and  Baltimore 
Company  do  covenant  and  agree  as  follows : 
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AETICLE  in 
Firm  Peak  Service 

Section  1.  During  the  twelve  months  beginning  October 
1,  1933,  to  be  known  as  the  first  contract  year,  Baltimore 
Company  shall  supply  and  Washington  Company  shall  ac¬ 
cept  and  pay  for  35,000  kw.  of  firm  peak  service,  subject  to 
adjustment  as  per  Section  2  of  Article  IX.  During  any  suc¬ 
ceeding  contract  years  the  amount  of  firm  peak  service  shall 
not  be  decreased  but  may  be  increased  from  time  to  time  as 
may  be  agreed  upon  between  the  parties  hereto,  or  as  may 
be  determined  under  conditions  specified  in  Article  V. 

Section  2.  “Firm  peak  service”  is  defined  as  that 
amount  of  power  and  energy  required  for  Washington  Com¬ 
pany’s  system  load  on  any  day  in  excess  of  an  amount  of 
kilowatts,  to  be  known  as  the  “Washington  steam  line.” 
The  “Washington  steam  line”  shall  be  established  and 
reestablished  from  time  to  time  by  deducting  from  the 
maximum  indicated  kilowatt  peak  (as  defined  in  Article 
XI)  of  Washington  Company’s  system  load  theretofore 
occurring  on  any  previous  day,  the  amount  of  kilowatts 
specified  and  provided  for  in  Section  1  of  this  Article. 
“Washington  Company’s  system  load”  is  defined  as  the 
total  power  and  energy  required  for  Washington  Com¬ 
pany’s  own  distribution  territory  irrespective  of  the  source 
of  generation.  Power  and  energy  that  may  be  delivered 
by  Washington  Company  to  other  power  systems  or  into 
territory  other  than  its  own  distribution  territory,  or 
through  interconnections  with  other  systems  may  be  in¬ 
cluded  in  Washington  Company’s  system  load,  provided 
that  the  furnishing  or  receiving  of  such  power  outside  of  its 
own  territory  or  load  system  will  not  materially  affect  the 
shape  of  Washington  Company’s  system  load  curve  and  the 
ability  of  Washington  Company  to  receive  or  deliver  the 
amount  of  economy  flow  energy  contemplated  under  this 
agreement  or  to  comply  with  any  other  provision  which 
forms  an  essential  consideration  of  this  agreement. 
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ARTICLE  IV 
Economy  Flow 

Washington  Company  and  Baltimore  Company  will  en¬ 
deavor  to  operate  their  generating  and  transmission  facili¬ 
ties  and  to  interchange  energy,  in  such  a  manner  as  will 
effect  maximum  overall  economy  in  the  cost  of  energy 
from  the  several  sources  of  power  now  and  hereafter  owned 
or  controlled  by  the  parties  hereto,  including  the  greatest 
practical  utilization  of  Baltimore  Company’s  hydro  sources 
of  power  consistent  with  protection  of  service  and  safety 
of  equipment.  Such  operation  is  to  be  carried  out  through 
the  system  load  dispatchers  under  the  direction  of  the 
Operating  Committee  provided  for  in  Article  X1L  Econ¬ 
omy  flow  of  energy  is  classified  as  follows : 

Section  1.  Hydro  Economy  Flow  to  Washington  Company: 

Hydro  Economy  Flow  Energy  to  Washington  Company 
as  distinguished  from  steam  economy  flow  energy  to 
Washington  Company,  referred  to  in  Section  3  hereof,  is 
defined  as  hydro  energy  available  on  high  flow  days  from 
the  Safe  Harbor  and  Holtwood  hydro  plants,  which  energy 
is  not  otherwise  needed  by  Baltimore  Company  and  its 
associated  companies,  Pennsylvania  Water  &  Power  Com¬ 
pany  and  Safe  Harbor  Water  Power  Corporation.  A  high 
flow  day  is  defined  as  any  day  during  which  water  is  spilled 
at  either  hydro  plant  for  more  than  two  consecutive  hours. 

Washington  Company  shall  take  as  much  of  the  hydro 
economy  flow  energy  that  is  offered  by  Baltimore  Com¬ 
pany  as  can  be  used  by  it  on  its  system  load  as  defined 
in  Article  III  except  for  such  minimum  amount  of  system 
steam  generation,  if  any,  not  in  excess  of  5000  kw.  that  it 
is  necessary  for  Washington  Company  to  carry  at  its  own 
steam  plants,  for  reason  of  protection  of  service  and  safety 
of  equipment. 

Section  2.  Steam  Economy  Flow  to  Baltimore  Company: 

When  Baltimore  Company  requests  Washington  Com¬ 
pany  for  the  supply  of  economy  flow  steam  energy,  Wash- 
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ington  Company  shall  supply  same  provided  it  has  such 
steam  energy  available  in  excess  of  its  own  system  load  as 
defined  in  Article  III  without  overloading  its  cable  circuits 
or  otherwise  subjecting  its  services  or  equipment  to  undue 
hazard  or  disturbances. 

Section  3.  Steam  Economy  Flow  to  Washington  Compamy: 

When  Baltimore  Company  offers  to  Washington  Com¬ 
pany  steam  energy,  Washington  Company  shall  take  as 
much  of  this  energy  offered  by  Baltimore  Company  as  it 
may  be  able  to  use  on  its  system  load  as  defined  in  Article 
III  without  overloading  its  cable  circuits  or  otherwise  sub¬ 
jecting  its  service  or  equipment  to  undue  hazard  or  dis¬ 
turbances. 

•  •#**##*•• 

ARTICLE  IX 
Rates 

Section  1.  Firm  Peak  Service: 

Washington  Company  shall  pay  to  Baltimore  Company 
in  equal  monthly  installments  the  following  amounts: 

For  the  first  35,000  kw.  of  firm  peak  service — $291,000 
per  contract  year,  subject  to  adjustments  as  stated  under 
Section  2  hereunder. 

For  each  additional  kilowatt  of  Firm  Peak  Service  up  to 
a  total  of  50,000  kw.  firm  peak  service — $9.00  per  contract 
year.  The  above  rate  will  not  apply  to  Peak  Service  in 
excess  of  50,000  kw.  A  rate  for  Peak  Service  in  excess  of 
50,000  kw.  shall  be  determined  from  time  to  time  by  mutual 
agreement.  These  rates  include  payment  for  the  energy 
supplied  by  Baltimore  Company  to  Washington  Company 
above  the  “Washington  steam  line”  as  defined  in  Article 
III,  up  to  an  amount  of  energy  per  contract  year  computed 
at  the  rate  of  1,000,000  kwh.  per  5,000  kw.  of  Firm  Peak 
Service.  Energy  supplied  above  the  “Washington  steam 
line”  in  excess  of  this  amount  shall  be  billed  as  if  it  were 
economy  steam  flow  from  Baltimore  Company  to  Washing¬ 
ton  Company. 
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These  payments  also  include  carrying  charges  on  the 
interconnection  facilities  owned  by  Baltimore  Company 
and  the  cost  of  operation  and  maintenance  of  the  230  kv. 
transmission  line. 

Section  2.  Adjustment  of  Charge  for  Firm  Peak  Service: 

(a)  Baltimore  Company  hereby  agrees  that  the 
availability  of  Buzzard  Point  Station  at  an  early  date 
and  with  full  reserve  provisions  in  boiler  capacity  and 
auxiliaries  is  of  substantial  reserve  capacity  value  to 
Washington  Company  as  well  as  to  Baltimore  Com¬ 
pany.  In  recognition  of  such  reserve  capacity  value, 
Baltimore  Company  will  furnish,  free  of  charge,  sub¬ 
ject  to  the  conditions  stated  hereinafter,  during  the 
first  five  year  period  all  the  energy  of  Washington 
Company’s  load  lying  between  two  steam  lines,  10,000 
kw.  apart,  the  upper  steam  line  being  35,000  kw.,  the 
lower  45,000  kw.  below  Washington  Company’s  high¬ 
est  previous  peak  and  in  addition  will  make  adjust¬ 
ments  in  the  annual  charge  of  $291,000  as  stated  here¬ 
inafter. 

(b)  Washington  Company  will  proceed  with  the  de¬ 
sign  and  construction  of  its  proposed  new  steam  gen¬ 
erating  station,  known  as  Buzzard  Point  Plant,  pur¬ 
suant  to  a  definite  schedule  for  completion  on  or  before 
October  1,  1933,  including  full  reserve  provisions  in 
boiler  capacity,  auxiliaries,  etc.,  to  the  same  degree  as 
Washington  Company  would  have  provided  without 
the  availability  of  the  third  source  of  supply  obtained 
under  this  agreement,  and  in  consideration  thereof  the 
annual  charge  of  $291,000  per  contract  year  specified 
in  Section  1  hereunder  shall  be  reduced  by  $44,100  per 
year  during  the  first  five  year  period.  Provided,  how¬ 
ever,  that  should  Washington  Company  decide  to 
modify  the  schedule  of  completion  or  the  design  of  the 
plant  in  respect  to  reserve  provisions  as  described 
above  and  should  such  modifications  in  schedule  or 
design  of  plant  result  in  substantial  savings  to  Wash¬ 
ington  Company,  an  economic  study  of  the  effect  of 
such  changes  shall  be  made  by  the  Operating  Com¬ 
mittee  and  the  additional  savings  which  Washington 
Company  may  secure  during  the  first  five  year  period 
by  reason  of  such  modification  of  schedule  or  design  of 
plant  shall  be  apportioned  in  equal  shares  between  the 
parties  hereto. 
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Section  3.  Economy  Flow: 

Economy  Flow  refers  to  the  interchange  of  energy  be¬ 
tween  the  parties  hereto  in  such  manner  and  under  such 
rates  as  will  effect  mutual  savings  compared  with  the  cost 
of  generation  by  each  party  of  its  own  system  requirements. 

(a)  The  rate  per  kwh.  for  hydro  economy  flow  energy 
delivered  to  Washington  Company  by  Baltimore  Com¬ 
pany  under  Section  1  of  Article  IV  shall  be  30%  less 
than  the  incremental  cost  per  kwh.  that  Washington 
Company  would  have  incurred  in  generating  the 
equivalent  amount  of  energy. 

(b)  The  rate  per  kwh.  for  steam  economy  flow  en¬ 
ergy  delivered  to  Baltimore  Company  by  Washington 
Company  under  Section  2  of  Article  IV  shall  be  10% 
greater  than  Washington  Company’s  actual  incre¬ 
mental  cost  per  kwh.  of  supplying  such  energy. 

(c)  The  rate  per  kwh.  for  steam  economy  flow  energy 
delivered  to  Washington  Company  by  Baltimore  Com¬ 
pany  under  Section  3  of  Article  IV  shall  be  10%  less 
than  the  incremental  cost  per  kwh.  that  Washington 
Company  would  have  incurred  in  generating  the 
equivalent  amount  of  energy. 

(d)  Incremental  cost  per  kwh.  is  defined  as  the  dif¬ 
ference  of  the  estimated  cost  of  Washington  Com¬ 
pany’s  total  steam  generation  when  not  receiving  or 
delivering  economy  flow  energy,  under  the  conditions 
described  in  subsections  (a),  (b)  and  (c)  of  this  sec¬ 
tion,  and  of  the  actual  cost  of  Washington  Company’s 
total  steam  generation  during  such  hours  or  days  when 
receiving  or  delivering  such  energy,  divided  by  the 
kwh.  of  economy  flow  received  or  delivered.  Such 
incremental  cost  shall  normally  include  only  the  cost 
of  fuel  and  minor  items  of  boiler  and  turbine  main¬ 
tenance. 

Section  4.  Minimum  Guaranteed  Savings  from  Economy 
Flow: 

Baltimore  Company  hereby  guarantees  that  the  total 
savings  to  Washington  Company  under  all  classes  of  econ¬ 
omy  flow  shall  aggregate  at  least  $1,465,000  during  the 
fifteen  year  period  of  this  contract.  However,  if  Washing- 
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ton  Company  exercises  its  option  to  terminate  this  contract 
at  the  end  of  the  fifth  (September  30,  1938)  or  tenth  (Sep¬ 
tember  30,  1943)  contract  year,  the  guaranteed  savings 
shall  be  reduced  to  $665,000  and  $1,115,000,  respectively. 

A  credit  shall  be  allowed  to  Baltimore  Company  at  the 
rate  of  .7  mills  per  kwh.  for  that  amount  of  hydro  economy 
flow  energy  which  Baltimore  Company  was  willing  to  de¬ 
liver  and  which  Washington  Company  could  have  used  on 
its  own  system,  but  which  Washington  Company  did  not 
accept  by  reason  of  conditions  arising  on  Washington  Com¬ 
pany’s  own  system  or  otherwise  beyond  the  control  of 
Baltimore  Company. 

A  credit  shall  be  allowed  to  Baltimore  Company  at  the 
rate  of  2.5  mills  per  kwh.  for  that  amount  of  steam  economy 
flow  energy  which  Baltimore  Company  was  willing  to  de¬ 
liver  and  which  Washington  Company  could  have  used  on 
its  own  system,  but  which  Washington  Company  did  not 
accept  by  reason  of  conditions  arising  on  Washington  Com¬ 
pany’s  own  system  or  otherwise  beyond  the  control  of 
Baltimore  Company. 

A  credit  shall  be  allowed  to  Baltimore  Company  at  the 
rate  of  .25  mills  per  kwh.  for  that  amount  of  steam  economy 
flow  energy  which  Baltimore  Company  was  willing  to 
receive  and  which  Washington  Company  could  have  deliv¬ 
ered  in  excess  of  its  own  load  requirements,  but  which 
Washington  Company  did  not  deliver  by  reason  of  condi¬ 
tions  arising  on  Washington  Company’s  own  system  or 
otherwise  beyond  the  control  of  Baltimore  Company. 

For  the  purpose  of  recording  the  savings  accruing  to 
Washington  Company  including  credit  allowance  for  non¬ 
delivery  as  stated  above,  the  amount  of  each  of  these  sav¬ 
ings,  profits  and  credits  from  all  classes  of  economy  flow 
shall  be  itemized  on  the  monthly  statements.  All  such  sav¬ 
ings  shall  be  cumulative  for  the  full  period  of  actual  opera¬ 
tion  under  this  contract,  except  that  of  the  savings  in  ex¬ 
cess  of  $665,000  for  the  first  five  year  period,  one-half  of 
such  excess  savings,  if  any,  shall  not  be  further  accumu- 
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lated  beyond  the  end  of  the  first  five  year  period.  In  the 
event,  that  the  total  of  the  accrued  savings,  profits  and 
credits  from  all  classes  of  economy  flow  to  Washington  Com¬ 
pany  at  the  end  of  the  first  five  year  period  are  less  than 
$665,000,  Baltimore  Company  will  pay  such  deficiency  to 
Washington  Company  in  cash,  if  so  requested,  but  in  such 
event  Baltimore  Company  may,  beginning  with  the  sixth 
contract  year  reduce  the  percentage  rate  of  savings  or 
profits  to  Washington  Company  specified  in  Section  3  here¬ 
under  from  30%  and  10%  to  15%  and  5%,  respectively, 
until  such  time  as  the  above  mentioned  reduction  in  savings 
and  profit  to  Washington  Company  shall  be  equal  to  the 
deficiency  which  had  been  paid  in  cash  by  Baltimore  Com¬ 
pany  to  Washington  Company  at  the  end  of  the  first  five 
year  period. 

Section  5.  Emergency  Supply: 

Emergency  supply  shall  be  paid  for  only  as  energy  sup¬ 
ply  and  not  as  capacity  service  and  the  energy  rates  there¬ 
for  shall  be  as  follows : 

When  delivered  by  Washington  Company  to  Balti¬ 
more  Company:  Washington  Company’s  incremental 
cost  per  kwh.  of  such  supply  plus  10%. 

When  delivered  by  Baltimore  Company  to  Washing¬ 
ton  Company:  Baltimore  Company’s  incremental  cost 
per  kwh.  of  such  supply  plus  10%. 

Section  6.  Unintentional  Interchange: 

The  rates  for  unintentional  interchange  of  energy  shall 
be  as  agreed  upon  from  time  to  time  by  the  Operating  Com¬ 
mittee  referred  to  in  Article  XII.  Initially  and  until 
changed  by  mutual  agreement  of  the  Operating  Committee 
the  rates  shall  be  equal  to  the  incremental  steam  cost  per 
kwh.  of  Washington  Company. 

Firm  Peak  Energy,  which  Baltimore  Company  has  failed 
to  deliver  by  reason  of  outage  of  transmission  line  or  at 
times  of  transformer  breakdowns  under  conditions  speci- 
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fied  in  Section  1  of  Article  XIII,  shall  be  considered  unin¬ 
tentional  interchange  and  Washington  Company  shall  be 
reimbursed  by  Baltimore  Company  for  the  cost  of  supply¬ 
ing  such  energy  from  its  own  steam  plants. 

########## 
Excerpts  from  Exhibit  No.  36A. 

This  Supplemental  Agreement  made  this  Fifteenth  day 
of  August,  1934,  between  the  Potomac  Electric  Power 
Company,  a  corporation  of  the  District  of  Columbia,  re¬ 
ferred  to  as  “Washington  Company,”  and  Consolidated 
Gas  Electric  Light  and  Power  Company  of  Baltimore, 
a  Maryland  Corporation,  referred  to  as  “Baltimore  Com¬ 
pany.” 

Whereas  by  Article  VI,  Section  1,  of  the  Interconnec- 
nection  Agreement  between  Washington  Company  and  Bal¬ 
timore  Company,  dated  June  16,  1932,  it  has  been  agreed 
between  the  said  parties  to  endeavor  to  coordinate  their 
system  planning  and  in  particular  their  investments  in  gen¬ 
erating  and  transmission  facilities  with  the  object  of  effect¬ 
ing  maximum  overall  economy  and  service  reliability,  and 

Whereas  both  parties  and  the  public  served  by  them  have 
already  derived  substantial  benefits  from  the  intercon¬ 
nected  operation  of  the  two  systems,  and  it  is  in  the  public 
interest  to  maintain  this  interconnected  service  on  a  more 
permanent  basis  so  as  to  more  effectively  develop  the  op¬ 
portunities  of  further  economies  and  better  service  to  the 
public  resulting  from  coordinated  operation  and  system 
planning  in  the  future,  and 

Whereas  an  opportunity  is  now  offered  to  substantially 
increase  the  tie-in  capacity  between  the  two  systems  for 
greater  emergency  assistance  to  each  other  as  well  as  for 
increased  volume  of  economy  flow  interchange,  which  op¬ 
portunity  was  not  available  at  the  time  the  interconnec¬ 
tion  agreement  was  entered  into  by  the  parties,  and 

Whereas  under  a  contract  dated  September  2,  1931,  be¬ 
tween  the  Pennsylvania  Railroad  Company,  hereinafter 
referred  to  as  “Railroad  Company,”  and  the  Baltimore 
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Company,  the  Pennsylvania  Water  &  Power  Company, 
and  the  Safe  Harbor  Water  Power  Corporation,  it  had 
been  agreed  between  the  above  parties  to  make  available 
to  each  other  from  time  to  time,  property  and  facilities 
for  power  transmission,  communication,  or  for  other  simi¬ 
lar  purposes  for  such  joint  use  as  might  appear  practic¬ 
able  and  desirable  to  all  parties,  and 

Whereas  by  a  supplemental  agreement  of  even  date 
herewith  to  the  above  mentioned  contract,  which  contract 
and  supplemental  agreement  are  jointly  referred  to  herein 
as  “ Railroad  Contract,”  Washington  Company  has  be¬ 
come  a  party  to  said  Railroad  Contract  for  the  purpose  of 
furnishing  power  to  Railroad  Company  in  the  District  of 
Columbia,  through  frequency  changer  equipment  located 
at  Benning,  for  which  purpose  additional  transmission 
and  other  tie-in  facilities  are  being  provided  by  Washing¬ 
ton  Company,  Baltimore  Company,  and  Railroad  Com¬ 
pany,  suitable  for  joint  utilization  by  the  parties  hereto 
for  further  interchange  of  power  and  energy  under  the 
agreement  of  June  16,  1932. 

Now,  Therefore,  This  Supplemental  Agreement  Wit- 
nesseth  :  That  for  and  in  consideration  of  the  sum  of  Five 
Dollars  ($5.00)  paid  by  each  of  the  parties  hereto  to  the 
other,  receipt  whereof  is  hereby  acknowledged,  and  of 
other  valuable  considerations,  Washington  Company  and 
Baltimore  Company  hereby  agree  to  the  following  changes, 
additions  and  modifications  of  the  agreement  of  June  16, 
1932  and  supplemental  agreement  of  May  24,  1933: 
#####*•**# 

ARTICLE  II 

Facilities  to  Be  Provided  and  Point  of  Supply 
Section  1. 

Omit  in  second  and  third  lines  the  words  “to  be  avail¬ 
able  and  ready  for  service  not  later  than  October  1,  1933.” 

Add  a  new  paragraph  to  this  section  as  follows: 

“(c)  A  110  kv.  single  circuit  transmission  line,  of 
the  type  as  generally  described  in  Exhibit  B,  begin- 


ning  at  Westport  Station  of  Baltimore  Company, 
routed  in  part  on  Pennsylvania  Railroad  Company’s 
right-of-way  and  terminating  at  Benning  Station;  a 
transformer  substation  of  50,000  kva.  capacity  at  the 
Westport  end  of  the  above  mentioned  transmission 
line,  of  a  design  as  generally  described  in  Exhibit  B, 
for  connecting  the  said  110  kv.  transmission  line  with 
the  present  60  cycle  station  bus,  including  the  neces¬ 
sary  terminal,  switching  and  other  appurtenant  equip¬ 
ment.  Washington  Company  and  Baltimore  Company 
may  use  these  facilities  together  with  those  referred 
to  in  paragraph  (d)  Section  2  of  this  Article  for  the 
services  contemplated  under  this  agreement  as  well 
as  services  other  than  those  primarily  contemplated 
under  this  agreement,  each  in  its  respective  distribu¬ 
tion  territory  referred  to  in  Article  XVI  of  the  agree¬ 
ment  of  June  16,  1932,  provided,  however,  that  no 
connections  of  other  facilities  of  the  parties  hereto 
shall  be  made  to  the  portion  of  the  110  kv.  circuit 
located  on  the  structures  of,  and  owned  by  Railroad 
Company,  without  the  consent  of  the  Railroad  Com¬ 
pany.” 

Section  2. 

Add  two  new  paragraphs  to  this  Section  as  follows: 

“(c)  A  frequency  changer  station  at  Benning  for 
the  supply  of  single  phase,  25  cycle  power  to  Railroad 
Company  including  the  necessary  switching  and  other 
appurtenant  equipment  as  generally  described  in 
Tables  I-A  and  VI- A  of  the  Railroad  Contract. 

“(d)  A  transformer  substation  of  50,000  kva.  ca¬ 
pacity  at  the  Benning  end  of  the  transmission  line  re¬ 
ferred  to  in  paragraph  (c)  of  Section  1  of  this  Article 
of  a  design  as  generally  described  in  Exhibit  B,  includ¬ 
ing  the  necessary  terminal,  switching  and  other  appur¬ 
tenant  equipment  on  the  110  kv.  side,  together  with 
circuit  breakers,  cables,  control  apparatus  and  other 
appurtenant  equipment  for  connecting  this  transform¬ 
er  to  the  present  60  cycle  13.8  kv.  station  bus.” 

Section  3. 

Add  to  this  Section  the  following : 

“and  in  the  event  that  other  paralleling  paths  con¬ 
necting  the  systems  of  the  two  parties  are  established, 


all  energy  that  may  flow  through  them  shall,  for  the 
purposes  of  this  agreement,  be  regarded  as  power  and 
energy  supplied  at  the  above  mentioned  single  point 
of  delivery.  ” 

Add  a  new  Section  to  this  Article  as  follows: 

“Section  4.  The  facilities  referred  to  in  paragraphs 
(a)  and  (b)  of  Sections  1  and  2  of  this  Article  have 
been  provided  prior  to  the  date  of  this  supplemental 
agreement;  the  facilities  referred  to  in  paragraphs  (c) 
of  Section  2  of  this  Article,  and  designated  in  Table 
I- A  of  the  Railroad  Contract  as  “initial”  equipment 
shall  be  ready  and  available  for  service  on  June  1, 
1935;  the  facilities  referred  to  in  paragraph  (c)  of 
Section  2  of  this  Article,  and  designated  in  Table  VI-A 
of  the  Railroad  Contract  as  “additional”  equipment, 
shall  be  provided  upon  written  request  of  Baltimore 
Company  to  be  made  not  less  than  fifteen  months  in 
advance  of  the  date  when  such  equipment  shall  be  re¬ 
quired;  the  facilities  referred  to  in  paragraph  (c)  of 
Section  1  and  paragraph  (d)  of  Section  2  of  this  Arti¬ 
cle  shall  be  completed  not  later  than  the  date  of  the 
beginning  of  operation  of  the  aforesaid  “addtional” 
equipment;  provided,  however,  that  the  facilities  re¬ 
ferred  to  in  paragraph  (d)  of  Section  2  of  this  Article 
may  be  requested  by  Baltimore  Company  to  be  made 
available  at  an  earlier  date  in  accordance  with  the  pro¬ 
visions  of  Section  3,  Article  III-A  and  Section  2  of 
Article  XII  of  said  Railroad  Contract.  In  order  to  ob¬ 
tain  in  so  far  as  practicable,  the  best  results  from 
the  point  of  view  of  minimum  investment  and  operat¬ 
ing  cost  consistent  with  maximum  reliability  of  serv¬ 
ice,  the  engineering  and  installation  work  in  connec¬ 
tion  with  the  facilities  referred  to  in  paragraphs  (c) 
and  (d)  of  Section  2  of  this  Article  shall  be  carried  out 
jointly  under  the  supervision  of  the  Operating  Com¬ 
mittee.  Baltimore  Company  shall  have  the  right  to 
purchase  or  otherwise  make  available  for  installation 
by  Washington  Company  a  portion  of  the  facilities  re¬ 
ferred  to  in  paragraph  (d)  of  Section  2  of  this  Article.” 


ARTICLE  in 
Firm  Peak  Service 

Add  a  new  Section  to  this  Article  as  follows : 

“Section  3.  In  addition  to  the  “Firm  Peak  Service/ ’ 
as  defined  in  Section  2  of  this  Article,  Baltimore  Com¬ 
pany  shall  supply  to  Washington  Company,  but  with¬ 
out  charge  to  Washington  Company,  such  additional 
power  and  energy  as  may  be  needed  by  Railroad  Com¬ 
pany  for  its  service  requirements  at  Benning,  which 
Railroad  supply  shall  be  delivered,  without  charge  to 
Baltimore  Company,  to  Railroad  Company  by  Wash¬ 
ington  Company  over  its  own  system.’ ’ 

ARTICLE  IX 
Rates 

Section  2. 

Add  a  new  paragraph  to  this  Section  as  follows: 

“(c)  Washington  Company  will  install,  operate  and 
maintain  the  frequency  changer  units  and  appurte¬ 
nant  equipment  described  in  Tables  I-A  and  VI-A  of 
the  Railroad  Contract  under  the  conditions  of  Section 
4  of  Article  II  hereof,  and  in  consideration  thereof 
the  annual  charge  specified  in  Section  1  of  this  Article, 
as  amended  by  supplemental  agreement  dated  May  24, 
1933,  shall  be  reduced  by  an  amount  equivalent  to  and 
at  the  rate  of  One  per  cent  (1.0%)  per  month  of  the 
actual  “out  of  pocket”  capital  cost  to  Washington 
Company  of  said  facilities.  In  respect  to  the  initial 
facilities  described  in  Table  I-A  of  the  Railroad  Con¬ 
tract,  such  reductions  of  annual  charge  shall  commence 
with  June  1, 1935,  provided  that  Washington  Company 
actually  has  such  equipment  ready  for  service,  or  with 
such  other  date  that  the  equipment  is  ready  and  actual 
use  is  made  of  same.  In  respect  to  the  additional  fa¬ 
cilities  described  in  Table  VI-A  of  the  Railroad  Con¬ 
tract,  such  reductions  of  annual  charge  shall  commence 
with  the  date  specified  in  the  written  notice  from  Balti¬ 
more  Company  requesting  such  equipment,  provided 
that  Washington  Company  actually  has  such  equip¬ 
ment  ready  for  service,  or  commencing  with  such  other 
date  that  the  equipment  is  ready  and  actual  use  is 
made  of  it.” 
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Section  4. 

Substitute  for  the  first  paragraph  the  following: 

“Baltimore  Company  hereby  guarantees  that  the 
total  savings  to  Washington  Company  under  all  classes 
of  economy  flow  shall  aggregate  at  least  $1,523,450 
from  April  1,  1933,  to  and  including  September  30, 
194S,  and  $2,123,450  to  and  including  September  30, 
I960.” 

Add  at  the  end  of  the  second  and  third  paragraphs  the 
following : 

“except  that  failure  of  Washington  Company  to  ac¬ 
cept  from  Baltimore  Company  total  economy  flow  en¬ 
ergy  in  excess  of  50,000  lav.  shall  not  be  regarded  as 
cause  for  allowing  credit  for  such  non-deliverv.” 

Substitute  for  the  fifth  paragraph  the  following: 

“For  the  purpose  of  recording  the  savings  accruing 
to  Washington  Company  including  credit  allowance 
for  non-delivery  as  stated  above,  the  amount  of  each 
of  these  savings,  profits  and  credits  from  all  classes 
of  economy  flow  shall  be  itemized  on  the  monthly  state¬ 
ments.  All  such  savings  shall  be  cumulative  for  the 
full  period  of  operation  under  this  contract,  except 
that  of  the  savings  in  excess  of  $1,523,450  for  the  pe¬ 
riod  ending  September  30, 194S,  one-half  of  such  excess 
savings  shall  not  be  further  accumulated  beyond  the 
end  of  that  period.  In  the  event,  that  the  total  of  the 
accrued  savings,  profits  and  credits  from  all  classes 
of  economy  flow  to  Washington  Company  at  the  ex¬ 
piration  of  the  period  ending  September  30,  1948,  is 
less  than  $1,523,450,  Baltimore  Company  will  pay 
such  deficiency  to  Washington  Company  in  cash,  if 
so  requested,  but  in  such  event  Baltimore  Company 
may,  beginning  with  October  1,  1948,  reduce  the  per¬ 
centage  rate  of  savings  or  profits  to  Washington  Com¬ 
pany  specified  in  Section  3  hereunder  from  30%  and 
10%  to  15%  and  5%,  respectively,  until  such  time  as 
the  above  mentioned  reduction  in  savings  and  profits 
to  Washington  Company  shall  be  equal  to  the  defici¬ 
ency  which  had  been  paid  in  cash  by  Baltimore  Com¬ 
pany  to  Washington  Company  at  the  expiration  of 
the  period  ending  September  30,  1948.” 
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Add  a  new  paragraph  to  this  Section  as  follows : 

“Baltimore  Company  agrees  to  further  increase  the 
minimum  guaranteed  Savings  on  Economy  Flow  speci¬ 
fied  in  this  Section,  by  an  amount  equivalent  to  and  at 
the  rate  of  One  percent  (1.0%)  per  month  of  the  ac¬ 
tual  “out  of  pocket’ ’  capital  cost  to  Washington  Com¬ 
pany  of  providing  the  facilities  referred  to  in  para¬ 
graph  (d)  Section  2  of  Article  II,  commencing  with 
the  date  that  these  facilities  are  actually  in  service.” 

Add  a  new  Section  to  this  Article  as  follows: 

“Section  7.  Railroad  Supply:  All  energy  delivered  by 
Washington  Company  to  Railroad  Company  pursuant 
to  the  Railroad  Contract  in  excess  of  the  energy  de¬ 
livered  to  Washington  Company  by  Baltimore  Com¬ 
pany  for  such  purpose  shall  be  paid  for  by  Baltimore 
Company  at  Washington  Company’s  incremental  cost 
per  kwh.  plus  Ten  per  cent  (10%).” 
********** 

Excerpts  from  Exhibit  No.  37. 

This  Contract  made  this  second  day  of  September  1931, 
by  and  between  The  Pennsylvania  Railroad  Company,  a 
Pennsylvania  Corporation,  hereinafter  called  “Railroad 
Company,”  and  the  Consolidated  Gas  Electric  Light  and 
Power  Company  of  Baltimore,  a  Maryland  Corporation, 
the  Pennsylvania  Water  &  Power  Company,  a  Pennsyl¬ 
vania  Corporation,  and  the  Safe  Harbor  Water  Power 
Corporation,  a  Pennsylvania  Corporation,  hereinafter 
jointly  referred  to  as  “Electric  Companies.” 

Whereas  Railroad  Company  is  electrifying  certain  rail¬ 
road  lines  for  which  it  desires  to  purchase  electric  power 
and  energy,  to  be  available  if  and  when  said  lines  will  be 
ready  for  electric  operation,  and 

Whereas  Electric  Companies  are  engaged  in  the  gen¬ 
eration,  purchase  and  sale  of  electric  power  and  energy  and 
own  and  operate  hydro-electric  and  steam-electric  generat¬ 
ing  stations  and  an  interconnected  transmission  system, 
and  desire,  jointly  and  severally,  to  sell,  and  Railroad  Com¬ 
pany  desires  to  purchase,  a  portion  of  the  electric  powder 
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and  energy  requirements  for  the  lines  that  are  now  being 
electrified  and  that  are  to  be  electrified  in  the  future. 

Now,  Therefore,  This  Agreement  Witnesseth:  That  for 
and  in  consideration  of  the  mutual  covenants  and  agree¬ 
ments  hereinafter  contained  and  of  the  sum  of  Five  Dollars 
($5.00)  paid  by  each  of  the  parties  hereto  to  the  other,  re¬ 
ceipt  whereof  is  hereby  acknowledged  and  of  other  valuable 
considerations,  Railroad  Company  and  Electric  Companies, 
jointly  and  severally,  do  covenant  and  agree  as  follows : 
#*######•• 

ARTICLE  II 

Amount  of  Power  and  Energy 

Section  1.  The  amount  of  power  and  energy,  hereinafter 
referred  to  as  “contractual  supply,”  which  Railroad  Com¬ 
pany  shall  call  for  and  which  Electric  Companies  shall  sup¬ 
ply  when  called  for  by  Railroad  Company  is  defined  as  the 
entire  electrification  requirements  for  passenger,  freight 
and  switching  services,  as  and  when  electrified,  including 
such  auxiliary  services  for  signals,  light  and  power  in  con¬ 
nection  therewith  as  Railroad  Company  may  elect  to  take, 
on  the  main  line  of  the  Philadelphia,  Baltimore  &  Washing¬ 
ton  Railroad  from  Perryville,  Md.  to  Washington,  D.  C.  and 
yards  adjacent  thereto  and  supporting  these  services. 
Section  2.  Railroad  Company  may  from  time  to  time  call 
upon  Electric  Companies  for  the  supply  of  power  and  en¬ 
ergy  for  additional  services  on  lines  in  connection  with  the 
Philadelphia,  Baltimore  and  Washington  Railroad  and/or 
for  passenger,  freight  and  switching  services  on  additional 
lines  to  be  supplied  from  Perryville,  Md.  and/or  Safe  Har¬ 
bor,  Pa.  in  connection  with  extensions  of  electrification 
by  Railroad  Company  of  lines  other  than  the  Philadelphia, 
Baltimore  &  Washington  Railroad,  excepting,  however,  that 
in  respect  to  the  lines  in  the  vicinity  of,  and  within  a  radius 
of  approximately  25  miles  from  Safe  Harbor,  if  and  when 
such  lines  are  electrified,  Railroad  Company  shall  call  for 
and  Electric  Companies  shall  supply  the  entire  power  re- 
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quirements  of  said  lines,  including  such  auxiliary  services 
for  signals,  light  and  power  in  connection  therewith  as 
Railroad  Company  may  elect  to  take.  Electric  Companies 
shall  supply  such  additional  power  and  energy  when  called 
upon  under  Section  2  of  this  Article,  under  the  terms  and 
conditions  of  this  contract,  and  such  additional  power  and 
energy,  which  shall  be  furnished  in  part  by  additional  single 
phase  hydro  generation  referred  to  in  Sub-Section  2(d)  of 
Article  VIII,  shall  then  constitute  a  part  of  the  “contrac¬ 
tual  supply”  hereunder,  provided,  however,  that  for  supply 
to  any  electrified  line  other  than  the  Perryville-Washing- 
ton  line,  Railroad  Company  shall  give  to  Electric  Com¬ 
panies  written  request  for  the  supply  at  least  eighteen  (18) 
months  in  advance  of  the  date  when  such  energy  will  be 
required. 

Section  3.  It  is  understood  and  agreed  that  the  above 
mentioned  boundary  or  terminal  points  are  approximate 
designations,  the  actual  locations  being  the  Railroad  Com¬ 
pany’s  substations  in  the  vicinity  of  such  points.  The  en¬ 
tire  power  and  energy  requirements  for  the  above  electri¬ 
fied  line  or  lines,  up  to  the  capacity  of  Railroad  Company’s 
transmission  lines  to  transmit  the  power  and  energy  safely 
and  with  satisfactory  voltage  regulation,  shall  be  supplied 
normally  by  Electric  Companies  at  all  times,  commencing 
with  the  date  when  electric  train  service  on  the  above  men¬ 
tioned  railroad  lines  or  any  part  thereof  is  inagurated. 
#•*##*##** 

ARTICLE  Vn 
Rates  for  Power  and  Energy 

Section  1.  Demand:  As  soon  as  practicable  after  each  cal¬ 
endar  month  Railroad  Company’s  billing  demand  in  kilo¬ 
watts  of  electrical  energy  taken  from  Electric  Companies 
hereunder  for  such  month  in  respect  to  the  “contractual 
supply”  specified  in  Article  II,  shall  be  ascertained  in  the 
manner  hereinafter  stated  in  this  section. 
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From  each  of  three  days  in  the  month,  Sundays  ex¬ 
cepted,  there  shall  be  selected  one  even  or  clock  hour 
which  shall  be  the  hour  of  greatest  combined  draught  (in 
kilowatt  hours)  of  the  day  from  which  it  is  taken;  and  said 
three  days  shall  be  such  that  the  total  draught  of  the  three 
hours  selected  therefrom  in  the  manner  thus  indicated 
shall  be  greater  than  the  total  draught  of  three  hours 
similarly  selected  from  any  other  three  days  in  the  month, 
Sundays  excepted.  One-third  of  the  aggregate  number 
of  kilowatt  hours  drawn  and  consumed  by  Eailroad  during 
the  three  hours  selected  as  aforesaid  from  each  month  shall 
be  taken  and  considered  as  the  number  of  kilowatts  con¬ 
stituting  the  Eailroad  Company’s  billing  demand  for  such 
month. 

The  term  “greatest  combine  draught”  in  (kilowatt 
hours)  as  hereinbefore  used  is  to  be  construed  as  represent¬ 
ing  a  single  quantity  of  energy  and  the  billing  demand 
shall  be  determined  from  the  combined  quantity  of  energy 
taken  hereunder  at  the  various  points  of  supply  just  as 
though  the  various  quantities  were  measured  as  one  quan¬ 
tity  at  one  point. 

For  each  month  during  the  term  of  this  contract  or  any 
extension  thereof,  the  amount  of  electrical  energy  which 
Electric  Companies  shall  stand  ready  to  supply  and  which 
the  Eailroad  Company  shall  be  obligated  to  pay  for,  shall 
be  not  less  than  two-thirds  of  the  greatest  previous  billing 
demand. 

For  the  billing  demand  Eailroad  Company  shall  pay  at 
the  rate  of  One  Dollar  and  Fifteen  and  One-half  Cents 
($1,155)  per  kw.  per  month. 

Section  2.  Energy:  The  amount  of  billing  energy  shall  be 
equal  to  the  total  energy  metered  as  per  Article  XIII  at 
the  various  points  of  supply  and  Eailroad  Company  shall 
pay  for  same  at  the  rate  of 

Four  (4.0)  Mills  per  kwh.  for  First  5,500,000  kwh.  per  month. 

Three  and  thirty-four  hundredths  (3.34)  Mills  per  kwh.  for 
excess  above  5,500,000  kwh.  per  month. 

Section  3.  Fuel  Rate  Adjustment :  The  amount  charged  for 
steam  generated  energy  supplied  under  this  contract  shall 


941 


be  subject  each  month  to  adjustment  by  increase  or  decrease 
according  to  the  average  cost  of  coal  (in  the  bunkers)  as 
reported  monthly  by  the  Consolidated  Gas  Electric  Light 
&  Power  Company  of  Baltimore  to  the  Public  Service  Com¬ 
mission  of  Maryland.  This  adjustment  is  based  upon 
changes  in  cost  of  fuel  used  for  generating  electricity  by 
steam  from  a  base  price  of  $4.00  per  net  ton  and  shall  be 
determined  each  month  by  the  following  formula: 


Adjustment 
in  $ 


Net  Steam 
(Jen.  in  kwh. 


-  X 

Tot.  Net  Gen. 
in  kwh. 


R.  R.  Bill. 
Energy 

X 

in  kwh. 


Avge.  Lbs.  Variation  in  $ 
Coal  per  Net  Ton 


per  kwh.  2000 


Net  Steam  Gen. 
in  kwh. 

Tot.  Net  Gen. 
in  kwh. 


E.  E.  Bill.  Energy 
in  kwh. 

Avge.  Lbs.  Coal 
per  kwh. 


Variation  in  $ 
per  Net  Ton 


Total  kilowatt  hours  sent  out  at  generator 
voltage  from  all  steam  generating  plants  of 
Electric  Companies  during  the  month. 

Total  kilowatt  hours  sent  out  at  generator 
voltage  from  all  the  hydro  and  steam  gen¬ 
erating  plants  of  Electric  Companies  during 
the  month. 

Total  energy  in  kilowatt  hours  billed  Eailroad 
Company  during  the  month. 

Average  lbs.  of  coal  used  per  kwh.  (station 
sendout)  in  all  the  steam  generating  plants  of 
the  Consolidated  Gas  Electric  Light  and  Power 
Company  of  Baltimore. 

Difference  between  base  price  of  $4.00  per  net 
ton  in  the  bunkers  and  the  actual  cost  of  coal 
per  net  ton  during  the  month  as  reported  by 
the  Consolidated  Gas  Electric  Light  and  Power 
Company  of  Baltimore  to  the  Public  Service 
Commission  of  Maryland. 


If  at  any  time  during  the  life  of  this  contract  fuels  other 
than  the  type  of  fuel  now  burned  are  used  by  Electric  Com¬ 
panies  in  their  steam  generating  plants,  the  above  fuel  rate 
adjustment  shall  be  modified  to  take  care  of  changed  condi¬ 
tions  on  an  equitable  basis. 

Section  4.  Decrease  of  Billing  Rates:  The  energy  rates 
specified  in  Sections  2  and  3  of  this  Article  are  to  be  re¬ 
garded  as  maximum  rates  and  it  is  the  intent  of  this  agree¬ 
ment,  as  provided  for  in  this  Section,  that  Railroad  Com¬ 
pany  shall  receive  the  benefit  of  lowTer  cost  of  generation 
in  the  event  that  the  average  cost  to  Electric  Companies  of 
producing  energy  is  lower  than  the  rates  specified  in  Sec¬ 
tions  2  and  3  of  this  Article.  Electric  Companies  will  com- 
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pute  at  the  end  of  each  calendar  year  the  actual  generating 
and  operating  costs  of  the  items  specified  in  Tables  VII  to 
X,  inclusive,  attached  hereto  and  made  a  part  of  this  con¬ 
tract,  these  items  being  those  specified  in  the  Classification 
of  Accounts  of  the  Public  Service  Commission  of  Pennsyl¬ 
vania  as  operating  accounts  for  steam,  hydro,  substation 
and  transmission  expenses,  the  hydro  costs  herein  referred 
to  being  those  of  the  Safe  Harbor  and  Holtwood  plants.  In 
place  of  the  Classification  of  Accounts  of  the  Public  Serv¬ 
ice  Commission  of  Pennsylvania,  the  corresponding  ac¬ 
counts  set  up  by  the  Federal  Power  Commission  and/or 
the  Public  Service  Commission  of  Maryland  may  be  sub¬ 
stituted  in  regard  to  those  plants  and  equipment  for  which 
Electric  Companies  are  setting  up  the  accounts  in  accord¬ 
ance  with  the  rules  of  the  above  mentioned  regulatory 
bodies. 

To  this  total  annual  operating  cost  there  shall  be  added 
an  amount  representing  an  adjustment  for  excess  annual 
charges  on  capital  costs  of  the  above  mentioned  hydro¬ 
electric  plants,  equal  to  the  total  output  of  Electric  Com¬ 
panies’  hydro  plants  in  kwh.,  multiplied  by  3.0  mills.  The 
total  figures  thus  computed  and  divided  by  the  total  out¬ 
put  in  kwh.  of  all  generating  plants  (*)  shall  represent 
the  bus  bar  cost  per  kwh. 

There  shall  be  included  in  the  above  computation  the 
amount  and  cost  of  purchased  energy  (other  than  inter¬ 
company  supply  of  Electric  Companies),  and  of  supply  se¬ 
cured  from  jointly  owned  or  leased  plants  or  through  inter¬ 
changed  with  other  sources  of  supply,  including  in  such 
cost  Electric  Companies’  apportionment  of  expense  of  op¬ 
eration  and  maintenance  of  tie  lines  and  other  facilities 
which  are  required  in  connection  with  such  purchased 
energy  or  supply  from  sources  other  than  specifically  pro¬ 
vided  for  in  Tables  VII  to  X,  the  intent  of  the  inclusion  of 
such  energy  and  costs  being  to  give  Railroad  Company  the 
benefit  of  lower  bus  bar  cost  if  such  lower  costs  are  actually 


(*)  Signed  copy  contains  words  “and  equipment”  at  this  point. 
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secured  by  Electric  Companies  by  reason  of  such  pur¬ 
chased  energy  or  supply  from  other  sources. 

To  the  above  bus  bar  cost  shall  be  added  a  percentage, 
representing  the  conversion  losses  on  all  energy  supplied 
through  frequency  changer  units  at  the  various  points  of 
supply,  equal  to  12.5%  multiplied  by  the  ratio  of  the  total 
annual  output  in  kwh.  of  the  25  cycle  end  of  such  frequency 
changer  units  to  the  total  energy  in  kwh.  billed  Railroad 
Company,  to  obtain  the  actual  cost  per  kwh.  of  energy  de¬ 
livered  to  Railroad  Company.  When  such  actual  cost  in 
mills  per  kwh.  so  computed  is  found  to  be  less  than  the 
average  rate  specified  in  Sections  2  and  3,  then  this  lower 
value  shall  be  the  energy  rate  to  be  paid  by  Railroad  Com¬ 
pany  for  all  energy  supplied  in  that  year. 
*•****#*•• 

Excerpts  from  Exhibit  No.  37A. 

This  Supplemental  Agreement  made  this  Fifteenth  day 
day  of  August,  1934,  between  The  Pennsylvania  Railroad 
Company,  a  Pennsylvania  Corporation,  hereinafter  referred 
to  as  “Railroad  Company,”  the  Consolidated  Gas  Electric 
Light  and  Power  Company  of  Baltimore,  a  Maryland  Cor¬ 
poration,  hereinafter  referred  to  as  “Baltimore  Company,” 
the  Pennsylvania  Water  &  Power  Company,  a  Pennsyl¬ 
vania  Corporation,  the  Safe  Harbor  Water  Power  Corpo¬ 
ration,  a  Pennsylvania  Corporation,  the  last  mentioned 
three  Companies  hereinafter  referred  to  as  “Electric  Com¬ 
panies,”  and  the  Potomac  Electric  Power  Company,  a  Cor¬ 
poration  of  the  District  of  Columbia,  hereinafter  referred 
to  as  “Washington  Company,”  and  the  last  mentioned 
four  companies  hereinafter  referred  to  as  “Supplying 
Companies.” 

Whereas  under  a  contract  dated  September  2,  1931  be¬ 
tween  Railroad  Company  and  Electric  Companies,  herein¬ 
after  referred  to  as  “Railroad  Contract,”  it  has  been 
agreed  between  the  said  parties  to  make  available  to  each 
other  from  time  to  time,  property  and  facilities  for  power 
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transmission,  communication,  or  other  similar  purposes 
for  such  joint  use  as  may  appear  practicable  and  desirable, 
and 

Whereas  under  an  agreement  entered  into  subsequent  to 
the  Railroad  Contract,  between  Washington  Company  and 
Baltimore  Company,  dated  June  16, 1932,  and  supplemental 
agreement  of  even  date  herewith,  which  two  agreements  are 
jointly  referred  to  herein  as  “Takoma  Agreement,’ ’  it  has 
been  agreed  between  the  said  parties,  to  endeavor  to  co¬ 
ordinate  their  system  planning  and  in  particular  their  in¬ 
vestments  in  generating  and  transmission  facilities  with 
the  object  of  effecting  maximum  overall  economy  and  serv¬ 
ice  reliability,  and 

Whereas  Railroad  Company  desires  to  change  the  loca¬ 
tion  of  a  portion  of  the  frequency  changer  equipment  pro¬ 
vided  for  in  the  Railroad  Contract,  from  Loudon  Park, 
Maryland,  to  Benning,  D.  C.,  in  order  to  secure  better  pro¬ 
tection  to  traffic  south  of  Baltimore,  improved  voltage  regu¬ 
lation  and  other  advantages,  which  benefits  were  not  avail¬ 
able  to  Railroad  Company  until  continuous  parallel  opera¬ 
tion  of  the  power  systems  of  Electric  Companies  and  of 
Washington  Company  had  been  established  under  the  Ta¬ 
koma  Agreement  of  June  16,  1932,  and 

Whereas  Electric  Companies  are  willing  to  agree  to 
the  change  in  location  of  a  portion  of  the  frequency  changer 
equipment  from  Loudon  Park,  Maryland,  to  Benning,  D.  C., 
and 

Whereas  Washington  Company  is  willing  to  provide  the 
necessary  equipment  to  furnish  power  to  Railroad  Com¬ 
pany  at  Benning,  D.  C.,  and  to  operate  and  maintain  same 
for  Railroad  Company’s  use  under  the  general  direction  of 
Electric  Companies,  and  thereby  become  a  party  to  the 
Railroad  Contract,  and 

Whereas  all  parties  hereto  desire  that  some  of  the  exist¬ 
ing  transmission  lines,  communication  facilities  and  other 
equipment  owned  by  them  and  certain  additional  intercon¬ 
nection  facilities  contemplated  under  this  Agreement,  shall 


945 


be  made  available  for  the  joint  use  of  the  parties  hereto  in 
order  to  secure  greater  economy  in  operation  and  improved 
service  to  the  Railroad  Company  and  to  the  public, 

Now,  Therefore,  This  Supplemental  Agreement  Wit- 
nesseth  :  That  for  and  in  consideration  of  the  sum  of  Five 
Dollars  ($5.00)  paid  by  each  of  the  parties  hereto  to  the 
other,  receipt  whereof  is  hereby  acknowledged,  and  of  other 
valuable  considerations,  Railroad  Company,  Electric  Com¬ 
panies  and  Washington  Company  hereby  agree  to  the  fol¬ 
lowing  changes,  additions  and  modifications  of  the  Rail¬ 
road  Contract,  all  other  terms  and  conditions  of  that  con¬ 
tract  not  specifically  modified  hereinafter  and  not  incon¬ 
sistent  with  the  terms  and  conditions  of  this  supplemental 
agreement  to  remain  in  full  force  and  effect : 
#•###*##•• 

ARTICLE  III 

Facilities  to  Be  Provided  and  Points  of  Supply 

Substitute  for  this  Article  the  following: 

“Electric  Companies  shall  install,  operate  and  maintain 
all  generating,  transmission  and  switching  equipment,  ex¬ 
cept  the  110  kv.  60  cycle  circuit  described  in  Section  3  of 
Article  III-A  below,  necessary  to  deliver  at  the  points  of 
supply  hereinafter  designated  the  amount  of  power  and 
energy  specified  in  Article  II,  including  such  special  equip¬ 
ment  and  facilities  provided  for  use  of  and  at  the  request 
of  Railroad  Company,  as  may  be  called  for  from  time  to 
time  under  the  provisions  of  Articles  VIII  and  IX.  The 
first  and  second  frequency  changers  originally  intended  for 
installation  by  Electric  Companies  at  Loudon  Park,  Mary¬ 
land,  will  be  installed,  operated  and  maintained  by  Wash¬ 
ington  Company  at  Benning,  D.  C. 

Points  of  supply  shall  be  at  or  near  the  terminals  of 
the  25  cycle  single  phase  generators  of  the  frequency 
changers,  located  at  Benning,  D.  C.  and  Loudon  Park,  Md., 
at  the  terminals  of  Electric  Companies’  132  kv.  circuits  at 
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Perryville,  Maryland ;  at  the  low  tension  terminals  of  Rail¬ 
road  Company’s  step-up  transformers  at  Safe  Harbor,  Pa.; 
and  at  such  high  tension  terminals  of  Railroad  Company’s 
step-down  transformers  as  may  be  agreed  upon  between 
the  parties.  Railroad  Company  shall  provide  single  phase 
transmission  capacity  between  Perryville  and  Loudon  Park 
sufficient  to  normally  transmit  not  less  than  25,000  kw.  to 
Railroad  Company’s  lines  south  of  the  Baltimore  tunnels 
and  in  addition  shall  provide  for  the  general  transmission 
use  of  Supplying  Companies,  a  three  wire  110  kv.  circuit 
described  in  Section  3  of  Article  III-A  below,  two  wires  of 
which  circuit  may  be  used  by  Railroad  Company  in  emer¬ 
gencies  as  a  reserve  132  kv.  single  phase  circuit.” 

Add  a  new  Article  reading  as  follows: 

“ARTICLE  III-A 
Supply  at  Benning 

Section  1.  Amount  of  Power  and  Energy  Available:  Rail¬ 
road  Company  is  entitled  to  receive  through  the  frequency 
changer  equipment  at  Benning  such  power  and  energy  as 
may  be  needed  for  its  service  requirements  at  Benning  and 
as  may  be  transmitted  over  the  230  kv.  Baltimore  supply 
connection  through  Takoma  in  excess  of  the  firm  peak  serv¬ 
ice  as  defined  in  the  Takoma  Agreement  and/or  as  may  be 
transmitted  over  the  110  kv.  connection  on  Railroad  Com¬ 
ply ’s  right-of-way  to  Benning.  Railroad  Company  shall 
be  further  entitled  to  such  additional  power  and  energy  as 
can  be  made  available  by  Washington  Company  from  its 
own  steam  generating  stations  at  request  of  Baltimore 
Company  in  excess  of  Washington  Company’s  system  load 
to  the  extent  that  Baltimore  Company  is  entitled  to  call  for 
such  power  and  energy  under  Articles  IV  and  V  of  the 
Takoma  Agreement.  It  is  expressly  understood  and  agreed 
that  Washington  Company  for  the  purpose  of  this  agree¬ 
ment  shall  not  be  required  to  install  additional  generating 
capacity  at  its  own  steam  stations  and  that  Electric  Com- 


panies  shall  provide  generating  capacity  sufficient  to  supply 
the  full  amount  of  “contractual  supply”  defined  in  Arti¬ 
cle  II. 

Section  2.  Voltage  Regulation,  General  Operation,  etc.: 
Washington  Company  shall  adjust  the  load  and  voltage  on 
the  25  cycle  side  of  the  frequency  changer  equipment  under 
the  general  direction  of  Electric  Companies’  load  dis¬ 
patcher,  but  may  adjust  the  voltage  on  the  60  cycle  side  to 
suit  best  the  requirements  on  its  own  generating  and  dis¬ 
tributing  system  within  such  range  as  may  not  adversely 
affect  the  stability  of  interconnection  and  other  character¬ 
istics  of  the  combined  power  supply  system  or  the  25  cycle 
output  to  Railroad  Company.  In  addition  to  its  primary 
purpose  of  power  supply  to  Railroad  Company  and  second¬ 
ary  purpose  of  60  cycle  voltage  regulation,  the  frequency 
changer  equipment  at  Benning  may  be  used  for  transmit¬ 
ting,  in  conjunction  with  Railroad  Company’s  132  kv.  cir¬ 
cuits,  power  and  energy  to  or  from  Washington  Company’s 
system  to  the  extent  of  spare  capacity  available  over  such 
circuits  in  excess  of  Railroad  Company’s  own  service  re¬ 
quirements,  and  in  such  manner  as  will  not  materially 
affect  Railroad  Company’s  voltage  regulation,  or  trans¬ 
mission  losses  on  the  132  kv.  circuits,  provided  however, 
that  Railroad  Company’s  load  dispatcher  may  order  cur¬ 
tailment  or  suspension  of  such  interchange  of  power  be¬ 
tween  Supplying  Companies,  in  the  event  that  Railroad 
Company’s  service  is  adversely  affected  by  such  operation. 
For  the  purpose  of  determining  the  contractual  supply  to 
Railroad  Company,  energy  delivered  on  the  25  cycle  side 
of  the  frequency  changer  equipment  at  Benning  shall  be 
combined  with  the  energy  delivered  to  Railroad  Company 
by  Electric  Companies  at  the  other  points  of  supply,  re¬ 
ferred  to  in  Article  III. 

Section  3.  Reserve  Supply  to  Benning  Frequency  Changer: 
In  order  to  insure  to  the  greatest  possible  extent  avail¬ 
ability  of  60  cycle  supply  at  Benning  in  excess  of  the  spare 
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capacity  available  on  Washington  Company’s  own  system, 
Railroad  Company  hereby  agrees  to  install  and  maintain 
in  first  class  order  at  its  own  expense  that  portion  of  the 
Baltimore-Benning  110  kv.,  60  cycle  circuit  located  on  Rail¬ 
road  Company’s  structures  from  a  point  at  or  near  the 
Patapsco  River,  where  Electric  Companies’  existing  tower 
line  crosses  the  Railroad,  to  the  60  cycle  transformer  sta¬ 
tion  at  Benning,  D.  C. ;  Supplying  Companies  providing 
the  circuit  extension  and  transformers  connecting  this  110 
kv.  circuit  to  the  Westport  and  Benning  station  buses,  as 
provided  for  in  the  Takoma  Agreement. 

The  facilities  referred  to  in  this  section  shall  be  made 
available  not  later  than  the  date  for  which  Railroad  Com¬ 
pany  may  request  the  second  frequency  changer  set  at 
Benning,  D.  C.,  as  provided  for  in  Article  VIII;  except 
however,  that  in  respect  to  that  portion  of  the  Baltimore- 
Benning  110  kv.,  60  cycle  circuit  located  on  Railroad  Com¬ 
pany’s  structures  between  Patapsco  Crossing  and  Odenton, 
at  which  latter  point  Baltimore  Company  may  connect  this 
circuit  to  its  own  transmission  system,  Railroad  Company 
if  requested  by  Electric  Companies  shall  provide  such  por¬ 
tion  of  this  line  in  advance  of  the  installation  of  the  second 
Benning  frequency  changer  unit,  but  not  earlier  than  Janu¬ 
ary  1st,  1936,  and  excepting  further  that  Railroad  Company 
if  requested  by  Electric  Companies  shall  provide  the  entire 
circuit  between  Patapsco  Crossing  and  Benning  at  any 
time  after  January  1st,  1939.  The  request  for  these  facili¬ 
ties  before  the  installation  of  the  second  Benning  frequency 
changer  set  shall  be  made  in  writing  by  Electric  Companies 
not  less  than  nine  months  in  advance  of  the  date  when  such 
facilities  shall  be  required. 

Except  for  the  above  mentioned  connection  to  Baltimore 
Company’s  transmission  system  at  Odenton,  no  connections 
of  other  facilities  of  Supplying  Companies  shall  be  made  to 
the  portion  of  the  110  kv.  circuit  located  on  the  structures 
of,  and  owned  by  Railroad  Company,  without  the  consent 
of  Railroad  Company. 
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Section  4.  Additional  Services:  If  during  the  term  of  this 
agreement  additional  services  or  equipment  covered  by 
Railroad  Contract  other  than  those  specified  herein  or 
modifications  in  such  services  or  equipment  are  desired  by 
Railroad  Company  from  Washington  Company,  such  addi¬ 
tional  services  or  modifications  shall  be  arranged  for  from 
time  to  time  by  joint  agreement  between  the  parties  hereto 
including  Electric  Companies.  Additional  services  and 
modifications  of  equipment  and  services,  as  between  Rail¬ 
road  Company  and  Electric  Companies,  referred  to  in  Rail¬ 
road  Contract  wTiich  do  not  affect  the  terms  and  conditions 
of  this  supplemental  agreement  as  far  as  Washington  Com¬ 
pany  is  concerned,  may  be  agreed  upon  from  time  to  time 
between  Railroad  Company  and  Electric  Companies  with¬ 
out  requiring  Washington  Company’s  consent.” 
#•******•• 

ARTICLE  VII 
Rates  for  Power  and  Energy 

Section  1.  Demand:  Substitute  “Supplying  Companies” 
for  “Electric  Companies”  in  the  third  line  of  the  first 
paragraph. 

•  •*•*•**## 

Excerpts  from  Exhibit  No.  38. 

This  Agreement,  made  and  concluded  the  3rd  day  of 
November,  1942,  by  and  between  Braddock  Light  &  Power 
Company,  Incorporated,  organized  under  the  laws  of  Vir¬ 
ginia,  hereinafter  called  the  “Braddock  Company”,  Poto¬ 
mac  Electric  Power  Company,  a  corporation  organized 
under  the  laws  of  the  District  of  Columbia,  hereinafter 
called  the  “Potomac  Company”,  parties  of  the  first  part, 
and  Virginia  Public  Service  Company,  a  corporation  or¬ 
ganized  under  the  laws  of  Virginia,  hereinafter  called  the 
“Virginia  Company”,  party  of  the  second  part,  witnesseth 
that, 
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Whereas,  the  Braddock,  Potomac  and  Virginia  Com¬ 
panies  are  corporations  organized  and  existing  for  the 
purpose  of  producing,  purchasing,  selling  and  distributing 
electric  power  and  energy ;  and 
Whereas,  under  date  of  December  16,  1941  (Docket  IT- 
5754)  the  Federal  Power  Commission  of  the  United  States 
determined  that  an  emergency  exists,  within  the  meaning 
of  Section  202(c)  of  the  Federal  Power  Act,  in  the  northern 
part  of  the  State  of  Virginia  by  reason  of  a  sudden  and  con¬ 
stantly  increasing  demand  for  electric  energy,  coupled  with 
a  shortage  of  generation  and  transmission  facilities  to 
supply  such  sudden  and  constantly  increasing  demand  and 
other  causes,  and  ordered  the  Virginia,  Potomac  and  Brad- 
dock  Companies  to  construct  and  install  in  their  respective 
operating  territories,  or  as  may  be  agreed  upon  among 
them,  and  during  the  period  of  emergency  maintain  and 
operate  such  transmission  facilities  including  transformers, 
switching  and  other  equipment  approximating  30,000  KVA 
of  capacity  connecting  the  facilities  of  the  Virginia  and 
Potomac  Companies  via  the  facilities  of  the  Braddock  Com¬ 
pany  at  or  near  the  new  War  Department  office  building  in 
Arlington  County,  Virginia ;  and  ordered  the  Potomac  Com¬ 
pany  to  deliver  from  available  capacity  to  the  Virginia 
Company  via  the  Braddock  Company  such  power  and 
energy  up  to  30,000  KVA  as  is  necessary  to  relieve  the 
emergency;  and  further  ordered  that  to  the  extent  the 
power  and  energy  required  to  be  delivered  cannot  be  pro¬ 
vided  from  its  own  facilities  the  Potomac  Company  receive 
power  and  energy  from  such  other  sources  as  may  be  di¬ 
rected  by  competent  authority  to  make  delivery  thereof 
and  transmit  and  deliver  the  same  to  the  Virginia  Company 
via  the  Braddock  Company;  and  further  ordered  that,  if 
the  parties  affected  by  the  order  failed  to  agree  upon  the 
terms  and  conditions  of  any  arrangement  which  may  be 
necessary  or  appropriate  to  the  execution  of  the  order,  the 
Commission  will  by  supplemental  order  prescribe  such  con¬ 
ditions  as  it  finds  to  be  just  and  reasonable ;  and 


Whereas,  the  Potomac,  Braddock  and  Virginia  Compa¬ 
nies  in  order  to  comply  with  the  order  of  the  Federal  Power 
Commission  desire  to  agree  upon  the  necessary  and  appro¬ 
priate  terms  and  conditions ; 

Now,  Therefore,  in  Consideration  of  the  Premises,  and 
of  the  sum  of  One  Dollar  ($1.00)  paid  by  each  of  said  Brad- 
dock,  Potomac  and  Virginia  Companies  to  the  other,  the 
receipt  of  which  before  the  execution  hereof  is  hereby  ac¬ 
knowledged,  and  in  consideration  of  the  premises  and 
agreements  hereinafter  contained  and  to  be  performed  by 
each  of  the  respective  companies,  it  is  hereby  agreed  as 
follows : 

1.  General  Agreement:  During  the  period  of  this  agree¬ 
ment  and  subject  to  the  limitations  and  conditions  herein¬ 
after  set  forth,  the  Potomac  Company  agrees  to  furnish  to 
the  Braddock  Company  electric  power  and  energy  for  de¬ 
livery  to  the  Virginia  Company  from  the  Potomac  Com¬ 
pany’s  own  facilities  available  from  time  to  time  and/or 
power  and  energy  received  by  the  Potomac  Company  from 
other  sources  directed  by  competent  authority  to  make 
delivery  thereof  in  accordance  with  the  order  of  the  Fed¬ 
eral  Power  Commission ;  the  Braddock  Company  agrees  to 
furnish  and  deliver  such  electric  power  and  energy  to  the 
Virginia  Company  in  the  manner  and  at  the  place  herein¬ 
after  set  forth  and  the  Virginia  Company  agrees  to  take 
and  pay  the  Braddock  Company  for  such  electric  power 
and  energy  at  the  prices  hereinafter  set  forth  in  the 
amounts  which  the  Virginia  Company  receives  from  the 
Braddock  Company,  it  being  understood  and  agreed  that 
the  Virginia  Company  is  not  obligated  to  receive  more 
power  and  energy  than  it  may  elect  within  the  limitation 
of  this  agreement. 

2.  Specification  of  Electric  Service:  The  service  to  be 
furnished  to  the  Virginia  Company  under  this  agreement 
is  emergency  service  (not  firm  power)  and  will  be  three 
phase,  60  cycle,  alternating  current  at  66,000  volts,  nominal, 
delivered  at  the  Virginia  Company’s  taps  to  the  Braddock 
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Company’s  bus  in  its  Substation  No.  55  near  the  United 
States  War  Department  Pentagon  Office  Building  in  Arling¬ 
ton  County,  Virginia. 

The  available  capacity  of  the  66,000  volt  transformers, 
cables  and  other  interconnection  facilities  which  the  parties 
of  the  first  part  are  installing  for  delivering  power  and 
energy  to  the  Virginia  Company  under  this  agreement  is 
30,000  KVA  in  accordance  with  the  Federal  Power  Com¬ 
mission’s  order  of  December  16,  1941  (15,000  KVA  of  the 
said  30,000  KVA  capacity  being  reserved  initially  for  the 
delivery  of  the  emergency-supply  power  and  energy  to  the 
Virginia  Company)  and  the  capacity  of  the  interconnection 
facilities  which  the  Virginia  Company  is  installing  to  re¬ 
ceive  such  powder  and  energy  is  initially  15,000  KVA. 

The  maximum  amounts  of  emergency-service  power 
which  the  Braddock  Company  is  to  furnish  to  the  Virginia 
Company  in  accordance  with  the  provisions  of  this  agree¬ 
ment  is  initially  15,000  KVA  and  ultimately  30,000  KVA 
at  66,000  volts,  nominal. 

The  Virginia  Company  will  endeavor  to  maintain  a 
power  factor  of  not  less  than  90%  at  the  point  of  delivery 
when  receiving  power  from  the  Braddock  Company’s 
system. 

The  parties  hereto  agree  that  they  will  construct,  main¬ 
tain  and  operate  their  respective  power  systems  and  main¬ 
tain  the  interconnection  between  their  systems  all  in  ac¬ 
cordance  with  good  engineering  practice. 

3.  Measurement  of  Power  and  Energy:  Power  and  energy 
furnished  under  this  agreement  will  be  measured  respec¬ 
tively  by  standard  integrated  demand  meters  and  standard 
watt-hour  meters.  The  reading  of  any  meter  located  else¬ 
where  than  at  the  point  of  delivery  shall  be  decreased  or 
increased  by  the  appropriate  amount  to  correct  for  the  loss 
of  power  or  energy  between  the  points  of  metering  and 
delivery.  The  reading  of  such  a  meter  thus  corrected  is 
referred  to  herein  as  the  reading  of  the  meter  for  the  pur¬ 
pose  of  billing.  When  a  demand  is  measured  by  more  than 
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one  meter,  it  is  to  be  computed  by  adding  together  the 
simultaneous  readings  of  all  the  meters  which  measure  it. 
•  When  energy  consumption  is  measured  by  more  than  one 
meter  it  is  to  be  computed  by  adding  together  the  registra¬ 
tions  in  the  billing  period  of  all  watt-hour  meters  which 
measure  energy  furnished  under  this  agreement. 

4.  Charges:  The  Virginia  Company  will  pay  the  follow¬ 
ing  charges  for  the  service  furnished  under  this  agreement 
subject  to  the  provisions  hereinafter  stated: 

For  Power  and  Energy  Provided  from  the  Potomac 
Company’s  Own  Facilities 

(A)  Demand  Charge: 

The  demand  charge  for  power  delivered  to  the  Virginia 
Company  by  the  Braddock  Company  shall  be  determined 
as  follows: 

On  each  day  that  power  is  delivered  the  daily  maximum 
demand  shall  be  the  highest  demand  measured  in  kilowatts 
over  any  period  of  thirty  consecutive  minutes  occurring 
during  that  day.  The  total  demand  charge  for  a  billing 
period  shall  be  the  sum  of  such  daily  maximum  demands 
occurring  during  that  billing  period  multiplied  by  $.0415. 

(B)  Energy  Charge: 

$0.0045  per  kilowatt-hour  for  all  the  energy  consumed 
during  each  billing  period. 

(C)  Fuel  Charge  Adjustment: 

The  energy  charge  of  $0.0045  per  kilowatt-hour  above 
stated  will  be  increased  or  decreased  $0.00016  per  kilowatt- 
hour  for  each  one  cent  (lc)  increase  above  nineteen  cents 
(19c)  or  decrease  below  seventeen  (17c)  per  million  Btu 
in  the  average  cost  of  fuel  as  burned  in  Potomac  Electric 
Power  Company’s  Benning  Power  Plant  and  charged  to 
Potomac  Electric  Power  Company’s  Fuel  Expense  Account 
No.  703.  Computation  of  the  average  cost  of  fuel  will  be 
made  for  each  calendar  quarter  of  a  year.  Increases  or 
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decreases  in  the  energy  charge  based  on  such  cost  will 
apply  to  all  statements  for  which  the  initial  meter  read¬ 
ings  will  occur  within  the  three  months  following  the  cal¬ 
endar  quarter-year  for  which  the  cost  is  computed. 

For  Power  and  Energy  Purchased  by  the  Potomac  Com¬ 
pany  for  Delivery  hereunder  to  the  Virginia  Company 

In  the  event  that  the  Potomac  Company  is  unable  to  fur¬ 
nish  from  its  available  facilities  the  power  and  energy  re¬ 
quired  by  the  Virginia  Company  under  this  contract  and  in 
order  to  comply  with  the  order  of  the  Federal  Power  Com¬ 
mission  purchases  power  and  energy  from  others  for  de¬ 
livery  to  the  Virginia  Company  through  the  available  fa¬ 
cilities  of  the  Potomac  and  Braddock  Companies  in  compli¬ 
ance  with  the  Federal  Power  Commission’s  order,  then  and 
in  that  event  the  Virginia  Company  will  pay  the  Braddock 
Company  such  an  amount  for  such  power  and  energy  as 
may  be  mutually  agreed  to  by  the  three  parties  hereto,  such 
amount  to  be  the  approximate  cost  to  the  Potomac  Com¬ 
pany  of  this  power  and  energy  plus  10%  of  such  cost. 

Monthly  Stand-by  Charge 

For  the  reservation  of  15,000  KVA  capacity  of  the  Poto¬ 
mac  Company’s  13,200/66,000  volt  transformers  at  the 
Buzzard  Point  Plant  and  66,000  volt  cables  from  that  plant 
to  the  Virginia  State  boundary  line  and  for  the  reservation 
of  15,000  KVA  capacity  of  the  Braddock  Company’s  66,000 
volt  cables  from  the  Virginia  State  boundary  line  to  the 
Braddock  Company’s  Substation  No.  55  near  the  United 
States  War  Department  Pentagon  Office  Building  in  Ar¬ 
lington  County,  Virginia,  the  Virginia  Company  will  pay 
to  the  Braddock  Company  $1,100.00  per  month.  This 
charge  will  become  effective  November  1,  1942. 

When  the  capacity  of  the  Virginia  Company’s  66,000/ 
22,000  volt  transformers  installed  for  the  purpose  of  re¬ 
ceiving  power  from  the  Braddock  Company  or  when  the 
maximum  thirtv-minute  demand  of  the  power  taken  at  any 
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time  by  the  Virginia  Company  from  the  Braddock  Com¬ 
pany  exceeds  15,000  KVA,  the  monthly  Stand-by  Charge 
will  be  increased  in  proportion  to  the  increase  of  the  said 
transformer  capacity  or  of  the  said  maximum  KVA  de¬ 
mand,  whichever  is  the  greater. 

Adjustment  of  Charges  for  Changes  in  the  Amount  of 
Taxes  Paid  by  the  Braddock  Company 

The  revenues  received  from  the  Virginia  Company  under 
this  agreement  will  be  subject  to  a  Virginia  State  franchise 
tax  equal  to  3%  of  such  revenues,  which  at  present  is  the 
only  tax  directly  assignable  to  said  revenues.  If  and  when 
the  amount  of  this  tax,  together  with  any  other  taxes  di¬ 
rectly  assignable  to  the  said  revenues,  becomes  one-tenth 
of  one  per  cent  more  or  less  than  3%  of  such  revenues, 
the  total  monthly  charges  to  the  Virginia  Company  under 
this  agreement  shall  be  increased  or  decreased  one-tenth 
of  one  per  cent  for  each  such  one-tenth  of  one  per  cent 
increase  or  decrease. 

•  •**####•• 
Excerpts  from  Exhibit  No.  39. 

Agreement  made  this  11th  day  of  March  1946  by  and 
between  Potomac  Electric  Power  Company,  (hereinafter 
called  the  “Seller”)  a  corporation  organized  and  existing 
under  the  laws  of  the  District  of  Columbia,  and  Southern 
Maryland  Electric  Cooperative,  Inc.,  (hereinafter  called 
the  “Consumer”),  a  cooperative  organized  and  existing 
under  the  laws  of  Maryland. 

WITNESSETH  : 

1.  General  Terms:  Seller  agrees  to  sell  and  deliver  to 
Consumer  and  Consumer  agrees  to  buy  and  receive  from 
Seller  all  of  the  electric  power  and  energy  which  Consumer 
shall  request  during  the  term  of  this  Agreement  subject 
to  the  following  terms  and  conditions. 


2.  Electric  Characteristics ,  Regulation,  and  Delivery 
Point:  Electric  power  and  energy  to  be  supplied  hereunder 
shall  be  alternating  current,  3  phase,  3-wire,  60  cycles  and 
shall  be  delivered  from  the  Seller’s  existing  66,000  volt 
transmission  line  extending  from  its  Benning  Power  Plant 
to  the  Naval  Powder  Factory,  Indian  Head,  Maryland,  at 
approximately  66,000  volts,  with  allowable  variation  of  5% 
therefrom,  with  a  power  factor  of  not  less  than  80%  which 
the  Consumer  agrees  to  maintain  at  the  (Seller’s)  point  of 
delivery. 

The  Seller  shall  furnish  and  install  at  its  own  expense 
the  connection  wires  from  the  Seller’s  66,000  volt  trans¬ 
mission  line  to  the  terminal  insulators  provided  by  the 
Consumer  on  its  switching  structure  located  immediately 
adjacent  to  the  66,000  volt  transmission  line  at  the  point 
of  delivery. 

The  point  of  delivery  shall  be  on  the  south  side  of  Pis- 
catawav  Creek  approximately  one  mile  west  of  the  town 
of  Piscataway.  The  maximum  amount  of  power  to  be  fur¬ 
nished  under  this  Agreement  is  10,000  kva,  'which  is  50% 
of  the  approximate  capacity  of  the  transmission  line. 
*•**•#*#•• 

4.  Rate:  Consumer  shall  pay  Seller  for  all  electric  power 
and  energy  furnished  hereunder  at  the  rates  and  on  the 
terms  and  conditions  set  forth  herein  and  in  the  rate  sched¬ 
ule  entitled  Exhibit  “A”  attached  hereto  and  made  a  part 
hereof. 

#•##***••• 

Exhibit  “A” 

Rate  Schedule 

The  monthly  charge  to  the  Consumer  comprises  the  sum 
of  the  following  charges:  (a)  Monthly  demand  charge, 
(b)  monthly  energy  charge,  (c)  adjustment  for  changes  in 
the  cost  of  fuel,  (d)  adjustment  for  changes  in  taxes,  and 
(e)  fixed  charge,  all  at  the  following  rates: 
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(a)  Monthly  Demand  Charge: 

First  2500  kilowatts  or  fraction  thereof 


of  the  monthly  billing  demand . .  $2,250.00 

Excess  of  2500  kilowatts  of  monthly  bill¬ 
ing  demand  _  $0.90  per  kw 


The  “billing”  demand  is  the  monthly  maximum  demand 
but  not  less  than  two-thirds  of  the  highest  monthly  maxi¬ 
mum  demand  occurring  during  the  previous  eleven  billing 
months  (or  less  than  2500  kilowatts).  Provided,  however, 
that  during  the  first  six  months  of  service  under  this  Agree¬ 
ment,  the  minimum  demand  of  2500  kw  shall  not  apply  and 
the  monthly  demand  charge  shall  be  the  product  of  the 
monthly  maximum  demand  and  $0.90. 

The  “Maximum”  demands  on  which  charges  are  based 
are  thirty-minute  rather  than  instantaneous  demands  and 
are  measured  by  a  demand  meter  or  meters  suitable  for 
determining  the  average  demands  for  thirty-minute  periods. 
Should  the  characteristics  of  the  Consumer’s  load  at  the 
point  of  delivery  become  abnormal  for  a  public  utility 
electric  system  and  render  the  thirty-minute  demand  inter¬ 
val  inappropriate,  the  interval  shall  be  changed  accord¬ 
ingly  to  one  for  which  the  demand  charge  herein  specified 
is  appropriate,  as  then  agreed  upon. 

(b)  Monthly  Energy  Charge: 

First  300  kilowatt-hours  per  kilowatt  of 


monthly  billing  demand . . 50c  per  kwh. 

Excess  kilowatt-hours  . 45c  per  kwh. 


The  minimum  monthly  energy  charge  is  equal  to  the 
charge  for  150  kilowatt-hours  per  kilowatt  of  the  monthly 
billing  demand. 

(c)  Adjustment  for  Changes  in  the  Cost  of  Fuel: 

The  energy  charges  are  increased  or  decreased  .0014 
cents  per  kilowatt-hour  for  each  one-tenth  of  a  cent  in¬ 
crease  or  decrease  above  or  below  21.1  cents  per  million 
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BTU  in  the  average  cost  of  fuel  as  burned  in  the  Seller’s 
power  plants  and  charged  to  the  Seller’s  fuel  expense 
account  No.  703.  Computation  of  the  average  cost  of  fuel 
is  made  for  each  three-month  period  which  constitutes  a 
calendar  quarter  of  the  year.  Increases  and  decreases  in 
the  Monthly  Energy  charge  based  on  such  cost  apply  to 
all  bills  for  which  the  initial  meter  readings  occur  within 
the  three  months  which  follow  the  calendar  quarter  year 
for  which  the  cost  is  computed. 

(d)  Adjustment  for  Changes  in  Taxes: 

The  total  amount  of  the  taxes  of  the  Seller,  which  are 
deductible  from  its  gross  revenues  in  the  determination  of 
the  amount  available  for  return  on  investment,  as  charged 
to  the  Seller’s  expense  account  No.  507  (Taxes  chargeable 
to  electrical  operations),  during  the  twelve  months  ended 
December  31,  1943,  have  been  approximately  18.2%  of  the 
Seller’s  gross  revenues  from  the  sale  of  electric  energy 
during  said  period.  If  and  when  such  taxes  exceed  or  fall 
below  18.2%  of  the  gross  revenues  of  the  Seller  from  the 
sale  of  electric  energy,  the  total  charges  to  the  Consumer 
under  this  Agreement  shall  be  increased  or  decreased  in 
the  amount  of  one-tenth  of  one  percent  (.1%)  for  each  one- 
tenth  of  one  percent  (.1%)  increase  or  decrease  above  or 
below  18.2%.  Computation  of  the  percentage  which  the 
taxes  are  of  the  gross  revenues  from  the  sale  of  electric 
energy  shall  be  made  on  the  basis  of  the  Seller’s  tax  ac¬ 
cruals  and  of  its  gross  revenues  from  the  sale  of  electric 
energy  for  each  calendar  year  and  the  charges  for  service 
under  this  Agreement  for  the  next  succeeding  calendar 
year  shall  be  increased  or  decreased  in  accordance  with 
the  above  provisions. 

(e)  Monthly  Fixed  Charge: 

(1)  The  monthly  fixed  charge  is  $2,272.50. 

(2)  Should  consumers  in  addition  to  the  Consumer  and 
Navy  Department  be  served  from  the  existing  66,000  volt 
transmission  line,  the  monthly  fixed  charge  hereunder  and 
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under  the  Navy  Department  Agreement  NOy-#13399  dated 
December  27,  1945,  on  account  of  the  entire  line  from  Ben- 
ning  Power  Plant  to  the  Naval  Powder  Factory  shall  be 
equitably  assessed  to  them  and  the  consumer  and  the  Navy 
Department,  but  in  no  event  shall  the  monthly  fixed  charge 
assessed  the  Consumer  exceed  the  amount  set  forth  in  Para¬ 
graph  (e)  (1)  adjusted  for  taxes. 
#•*****«•• 

Excerpts  from  Exhibit  No.  40. 

Agreement  made  this  3rd  day  of  August,  1948,  by  and 
between  Potomac  Electric  Power  Company,  (hereinafter 
called  the  “Seller”)  a  corporation  organized  and  existing 
under  the  laws  of  the  District  of  Columbia,  and  Southern 
Maryland  Electric  Cooperative,  Inc.,  (hereinafter  called 
the  “Consumer”),  a  cooperative  organized  and  existing 
under  the  laws  of  Maryland. 

Whereas,  the  parties  hereto  under  date  of  March  11, 
1946,  entered  into  a  contract  for  furnishing  of  66,000  volt 
metered  service,  the  same  having  been  amended  December 
16,  1947;  and 

Whereas,  the  Seller  entered  into  a  contract  dated  Feb¬ 
ruary  28, 1934,  with  the  Eastern  Shore  Public  Service  Com¬ 
pany  of  Maryland  for  the  furnishing  of  13,200  volt  metered 
service,  which  said  contract  was  assigned  to  the  Consumer 
on  April  25,  1945,  and  under  which  the  Seller  furnished 
service  until  August  2,  1948,  which  said  contract  and  all 
amendments  are  hereby  cancelled;  and 

Whereas,  the  Consumer  desires  to  arrange  for  the  re¬ 
tention  of  the  13,200  volt  metered  service  for  stand-by 
purposes ; 

Now,  Therefore,  This  Agreement  Witnesseth: 

4.  Rate:  Consumer  shall  pay  Seller  for  all  electric  power 
and  energy  furnished  hereunder,  and  the  fixed  charge  at 
the  rates  and  on  the  terms  and  conditions  set  forth  herein 
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and  in  the  rate  schedule  entitled  Exhibit  “A”  attached 
hereto  and  made  a  part  hereof. 

•  **•#**•*• 

EXHIBIT  “A” 

Rate  Schedule 

The  monthly  charge  to  the  Consumer  comprises  the  sum 
of  the  following  charges:  (a)  monthly  fixed  charge,  (b) 
monthly  demand  charge,  (c)  monthly  energy  charge,  (d) 
adjustment  for  changes  in  the  cost  of  fuel,  and  (e)  adjust¬ 
ment  for  changes  in  taxes,  all  at  the  following  rates : 

(a)  Monthly  Fixed  charge  of  $240.00 

(b)  Monthly  Demand  Charge: 

Kilowatts  of  monthly  maximum  de¬ 
mand  up  to  and  including  the  num¬ 
ber  included  in  billing  for  66,000 
volt  service  during  the  billing 


month  _ _ _  No  charge 

Kilowatts  of  monthly  maximum  de¬ 
mand  in  excess  of  those  included  in 
billing  for  66,000  volt  service _  $0.90  per  kw 


The  “maximum”  demands  on  which  charges  are  based  • 
are  thirty-minute  rather  than  instantaneous  demands  and 
are  measured  by  a  demand  meter  or  meters  suitable  for 
determining  the  average  demands  for  thirty-minute  pe¬ 
riods.  Should  the  characteristics  of  the  Consumer’s  load 
at  the  point  of  delivery  become  abnormal  for  a  public  util¬ 
ity  electric  system  and  render  the  thirty-minute  demand 
interval  inappropriate,  the  interval  shall  be  changed  ac¬ 
cordingly  to  one  for  which  the  demand  charge  herein  speci¬ 
fied  is  appropriate,  as  then  agreed  upon. 

(c)  Monthly  Energy  Charge: 

First  300  kilowatt-hours  per  kilowatt 
of  monthly  billing  demand _  .58c  per  kwh. 

Excess  kilowatt-hours _ .49c  per  kwh. 
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(d)  Adjustment  for  Changes  in  the  Cost  of  Fuel: 

The  energy  charges  are  increased  or  decreased  .0014 
cents  per  kilowatt-hour  for  each  one-tenth  of  a  cent  increase 
or  decrease  above  or  below  21.1  cents  per  million  Btu  in 
the  average  cost  of  fuel  as  burned  in  the  Seller’s  power 
plants  and  charged  to  the  Seller’s  fuel  expense  account 
No.  703.  Computation  of  the  average  cost  of  fuel  is  made 
for  each  three  month  period  which  constitutes  a  calendar 
quarter  of  the  year.  Increases  and  decreases  in  the  Monthly 
Energy  Charge  based  on  such  cost  apply  to  all  bills  for 
which  the  initial  meter  readings  occur  within  the  three 
months  which  follow  the  calendar  quarter  year  for  which 
the  cost  is  computed. 

(e)  Adjustment  for  Changes  in  Taxes: 

The  total  amount  of  the  taxes  of  the  Seller,  which  are 
deductible  from  its  gross  revenues  in  the  determination 
of  the  amount  available  for  return  on  investment,  as 
charged  to  the  Seller’s  expense  account  No.  507  (Taxes 
chargeable  to  electrical  operations),  during  the  twelve 
months  ended  December  31,  1943,  have  been  approximately 
18.2%  of  the  Seller’s  gross  revenues  from  the  sale  of  elec¬ 
tric  energy  during  said  period.  If  and  when  such  taxes 
exceed  or  fall  below  18.2%  of  the  gross  revenues  of  the 
Seller  from  the  sale  of  electric  energy,  the  total  charges  to 
the  Consumer  under  this  Agreement  shall  be  increased  or 
decreased  in  the  amount  of  one-tenth  of  one  percent  (.1%) 
for  each  one-tenth  of  one  percent  (.1%)  increase  or  de¬ 
crease  above  or  below  18.2%.  Computation  of  the  percent¬ 
age  which  the  taxes  are  of  the  gross  revenues  from  the  sale 
of  electric  energy  shall  be  made  on  the  basis  of  the  Seller’s 
tax  accruals  and  of  its  gross  revenues  from  the  sale  of 
electric  energy  for  each  calendar  year  and  the  charges  for 
service  under  this  Agreement  for  the  next  succeeding  cal¬ 
endar  year  shall  be  increased  or  decreased  in  accordance 
with  the  above  provisions. 

•  *#**•»»#• 
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Exhibit  No.  41. 

POWER  CONTRACT 
between 

Potomac  Electric  Power  Company 
and 

Capital  Transit  Company 

Dated  September  29,  1933. 

This  Agreement  made  this  29th  day  of  September,  1933, 
by  and  between  Potomac  Electric  Power  Company,  a  cor¬ 
poration  organized  and  existing  under  and  by  virtue  of 
acts  of  Congress  relating  to  the  District  of  Columbia,  here¬ 
inafter  called  the  “Power  Company’’,  party  of  the  first 
part,  and  Capital  Transit  Company,  a  corporation  duly 
organized  and  existing  under  and  by  virtue  of  acts  of  Con¬ 
gress  relating  to  the  District  of  Columbia  and  under  a 
Joint  Resolution  of  Congress,  approved  January  14,  1933, 
hereinafter  called  the  “Railway  Company”,  party  of  the 
second  part ; 

Whereas,  the  Railway  Company  owns  or  controls  cer¬ 
tain  facilities  which  the  Power  Company  desires  to  use; 
and 

Whereas,  the  Railway  Company  requires  an  adequate 
and  constant  supply  of  electrical  energy  and  the  use  of 
certain  facilities  owned  by  the  Power  Company  for  its 
operation;  and 

Whereas,  the  Power  Company  is  able  and  willing  to  sup¬ 
ply  such  electrical  energy  and  desires  to  improve  its  load 
factor  and  is  willing  to  provide  such  additional  facilities 
as  may  be  necessary,  and  the  Railway  Company  is  willing 
that  the  Power  Company  shall  use  certain  of  the  Railway 
Company’s  property  and  facilities,  all  upon  the  terms  and 
conditions  hereinafter  stated; 

Now,  Therefore,  in  consideration  of  the  premises  and 
the  sum  of  One  Dollar  ($1.00)  by  each  party  to  the  other 
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in  hand  paid,  receipt  whereof  is  hereby  acknowledged,  it 
is  agreed  as  follows; 

1.  The  Power  Company,  its  successors  and/or  assigns, 
agrees  at  all  times  on  request,  effective  as  of  the  date  of 
the  beginning  of  operation  by  the  Railway  Company  and 
continuing  throughout  the  corporate  life  of  whichever  of 
the  parties  hereto  expires  first,  to  furnish  an  adequate  sup¬ 
ply  of  electric  power  for  the  maintenance  and  operation  of 
the  transit  properties  of  the  Railway  Company  under  such 
terms  and  conditions  as  may  be  from  time  to  time  agreed 
upon  by  the  parties  hereto,  and  approved  by  the  Public 
Utilities  Commission.  It  is  further  agreed  that  such  power 
will  be  furnished  under  the  terms  and  conditions  herein¬ 
after  stated  for  five  (5)  years  or  until  such  time  as  such 
terms  and  conditions  may  be  required  to  be  changed  by  the 
Public  Utilities  Commission;  and  the  Railway  Company 
agrees  to  take  during  the  period  above  specified  exclusively 
from  said  Power  Company  all  electrical  energy  required 
by  said  Railway  Company  for  its  own  operations,  or  the 
operation  of  such  lines  as  may  be  controlled  or  operated 
by  it,  provided  that  no  such  electrical  energy  shall  be  used 
except  for  such  purposes  without  the  consent  of  the  Power 
Company.  The  said  electrical  energy  to  be  supplied  by  said 
Power  Company  to  said  Railway  Company  shall  be  at 
nominally  six  hundred  (600)  volts  direct  current  with  nec¬ 
essary  adjustment  for  regulation  and  load  conditions,  and 
shall  be  delivered  at  the  several  busbars  which  are  or  may 
be  in  service  under  this  contract,  and  at  convenient  loca¬ 
tions  for  other  voltages.  The  electrical  energy  will  be 
metered  at  the  several  points  of  delivery.  The  meters  shall 
be  read  and  noted  at  noon  of  the  last  day  of  each  month, 
or  as  near  thereto  as  possible,  by  a  representative  of  the 
Power  Company. 

2.  Based  upon  the  assumption  that  the  Railway  Com¬ 
pany  will  need  and  use  from  Sixty  million  kilowatt  hours 
(60,000,000  kwh)  to  Ninety  million  kilowatt  hours  (90,000,- 
000  kwh)  of  electrical  energy  per  year,  the  said  Railway 
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Company  agrees  to  take  exclusively  from  the  said  Power 
Company  such  energy  as  it  may  need,  and  to  pay  for  Sev¬ 
enty-five  million  kilowatt  hours  (75,000,000  kwh)  of  such 
energy  Four  hundred  forty-five  thousand  Dollars  ($445,- 
000.00)  per  year  in  monthly  installments  on  or  before  the 
tenth  day  of  each  and  every  calendar  month  during  the 
five  (5)  year  period  as  above  set  forth,  and  for  so  long 
thereafter  as  these  terms  and  conditions  may  remain  un¬ 
changed.  Provided,  that  between  said  limits  should  the 
Railway  Company  take  more  or  less  than  the  Seventy-five 
million  kilowatt  hours  (75,000,000  kwh)  during  any  year 
of  this  agreement,  the  annual  and  monthly  payments  will 
vary  in  proportion  thereto.  Provided,  further,  that  should 
the  requirements  of  the  Railway  Company  for  any  consecu¬ 
tive  twelve  (12)  month  period  be  less  than  Sixty  million 
kilowatt  hours  (60,000,000  kwh)  or  more  than  Ninety  mil¬ 
lion  kilowatt  hours  (90,000,000  kwh)  for  three  (3)  consecu¬ 
tive  months,  adjustments  for  such  excess  or  deficiency  shall 
be  made  by  supplementary  agreement  between  the  parties 
hereto  subject  to  the  approval  of  the  Public  Utilities  Com¬ 
mission,  the  terms  provided  in  such  supplementary  agree¬ 
ment  to  be  effective  at  the  beginning  of  the  first  month 
after  such  consecutive  twelve  (12)  month  period  shall  have 
shown  a  consumption  of  electrical  energy  less  than  Sixty 
million  kilowatt  hours  (60,000,000  kwh)  or  more  than 
Ninety  million  kilowatt  hours  (90,000,000  kwh)  per  year; 
provided  that  until  such  supplementary  agreement  is 
reached  the  monthly  payments  hereunder  during  the  cal¬ 
endar  year  then  current  shall  not  be  less  than  Thirty  Thou¬ 
sand  Dollars  ($30,000.00)  or  more  than  Forty-five  thou¬ 
sand  Dollars  ($45,000.00),  such  minimum  or  maximum  pay¬ 
ments  to  be  adjusted  in  accordance  with  the  terms  and 
conditions  provided  in  the  supplementary  agreement  here¬ 
inbefore  referred  to. 

The  annual  charge  of  Four  hundred  forty-five  thousand 
Dollars  ($445,000.00)  for  Seventy-five  million  kilowatt 
hours  (75,000,000  kwh)  as  used  in  this  contract,  is  based 
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on  an  average  price  of  coal  delivered  to  the  Power  Com¬ 
pany’s  generating  stations  of  Pour  Dollars  and  twenty 
cents  ($4.20)  per  long  ton  of  Two  thousand  two  hundred 
forty  (2,240)  pounds,  which  price  includes  the  cost  of  coal, 
f.  o.  b.  mines  plus  the  freight  charge  to  the  Power  Com¬ 
pany’s  sidings. 

If  the  average  price  of  coal  delivered  to  the  Power  Com¬ 
pany’s  generating  plants  in  any  calendar  month  shall  he 
found  to  exceed  Four  Dollars  and  forty  cents  ($4.40)  per 
long  ton  of  Two  thousand  two  hundred  forty  (2,240) 
pounds,  the  Railway  Company  shall  pay  to  the  Power  Com¬ 
pany  upon  bill  rendered  and  in  addition  to  all  other  pay¬ 
ments  required  to  be  made  by  it  hereunder  a  number  of 
dollars  ascertained  by  dividing  by  One  thousand  six  hun¬ 
dred  and  thirty  (1,630)  the  number  of  kilowatt  hours  con¬ 
sumed  by  the  Railway  Company  during  such  month  and  by 
multiplying  the  quotient  thus  obtained  by  the  difference  in 
dollars  or  fractions  thereof  between  such  average  price  of 
coal  per  long  ton  and  the  base  price  of  Four  Dollars  and 
twenty  cents  ($4.20)  per  long  ton. 

If  such  average  price  of  coal  shall  be  found  to  be  less 
than  Four  Dollars  ($4.00)  per  long  ton  then  the  Power 
Company  shall  credit  to  the  Railway  Company  upon  such 
month’s  bill  a  number  of  dollars  ascertained  by  dividing 
by  One  thousand  six  hundred  and  thirty  (1,630)  the  num¬ 
ber  of  kilowatt  hours  consumed  by  the  Railway  Company 
during  such  month,  and  by  multiplying  this  quotient  thus 
obtained  by  the  difference  in  dollars  or  fractions  thereof 
between  such  average  price  of  coal  per  long  ton  and  the 
base  price  of  Four  Dollars  and  twenty  cents  ($4.20). 

3.  Should  the  Railway  Company  at  any  time  become 
sixty  (60)  days  in  arrears  of  payment,  the  Power  Company 
may,  at  its  option,  cut  off  the  supply  of  electrical  energy 
to  the  Railway  Company. 

4.  The  Power  Company  agrees  to  use  all  reasonable 
efforts  to  furnish  at  all  times  the  electrical  energy  required 
by  the  Railway  Company  as  aforesaid  and  to  as  nearly 


as  possible  fully  met  such  requirements,  but  will  not  be 
liable  in  damages  to  the  Railway  .Company  for  failure  to 
supply  electrical  energy  to  the  Railway  Company  as  herein 
provided  when  such  failure  is  due  to  failure  of  machinery 
or  appliances  used  in  furnishing  the  same,  riots,  strikes  or 
other  causes  beyond  the  control  of  the  Power  Company. 

5.  As  part  consideration  for  the  promises  of  the  Power 
Company  contained  herein,  the  Railway  Company  does 
hereby  lease,  without  other  compensation,  to  the  Power 
Company  all  of  the  following  described  property,  now  or 
hereafter  owned  by  the  Railway  Company,  that  is  to  say: 

Power  plant  buildings  and  apparatus  therein 
Transmission  systems,  including  cables,  wires,  poles 
and  other  appurtenances 
Underground  transmission  conduit 
Substation  lands 
Substation  buildings 
Substation  equipment 

and  all  other  property  of  the  Railway  Company  used  or 
useful  for  supplying  electrical  energy  to  the  Railway  Com¬ 
pany,  located  within  the  District  of  Columbia  and  Montgom¬ 
ery  County  and  Prince  George’s  County,  State  of  Mary¬ 
land,  all  as  may  be  hereinafter  stated  in  a  suitable  inven¬ 
tory  made  and  filed  from  time  to  time  with  the  Public  Utili¬ 
ties  Commission,  for  and  during  the  corporate  life  of  the 
said  Power  Company,  which  property  the  Power  Company 
may  operate  for  the  purpose  of  supplying  electrical  energy 
to  the  Railway  Company  and/or  other  customers  of  the 
Power  Company  and  will,  so  long  as  it  does  so  operate, 
maintain  at  its  own  cost,  (taxes  and  insurance  excepted). 
Both  companies  agree  to  cooperate  in  the  making  of  any 
changes  in  such  equipment  or  its  location  which  may  im¬ 
prove  the  efficiency,  quality,  or  cost  of  operation,  and  to 
this  end  the  Power  Company  shall  have  the  right,  at  its 
own  expense,  to  make  such  changes  in  the  leased  property 
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as,  in  its  opinion,  shall  become  desirable,  under  the  fol¬ 
lowing  conditions: 

(a)  Any  property  of  the  Railway  Company  relocated 
shall  remain  the  property  of  the  Railway  Com¬ 
pany. 

(b)  Any  additional  property  installed  by,  or  improve¬ 
ments  to  existing  property  made  by  the  Power 
Company  at  its  expense,  shall  be,  and  remain  the 
exclusive  property  of  the  Power  Company  and, 
except  as  provided  in  paragraphs  (c)  and  (d) 
immediately  following,  may  be  removed  by  the 
Power  Company  at  any  time  at  its  election. 

(c)  Should  at  any  time  this  agreement  be  terminated, 
then  in  such  case  the  Power  Company  shall  be 
reimbursed  by  the  Railway  Company  for  any  im¬ 
provements  relating  to  the  supplying  of  power  to 
the  Railway  Company  hereunder  made  by  the 
Power  Company  on  the  property  of  the  Railway 
Company  at  their  then  fair  depreciated  value. 
Should  at  any  time  during  the  period  of  this  con¬ 
tract  the  terms  and  conditions  under  which  energy 
is  to  be  furnished  by  the  Power  Company  be 
changed  through  requirement  of  the  Public  Utili¬ 
ties  Commission,  the  Railway  Company  may  pur¬ 
chase  all  (but  not  less  than  all)  of  the  improve¬ 
ments  relating  to  the  supplying  of  power  to  the 
Railway  Company  hereunder  made  by  the  Power 
Company  on  the  property  of  the  Railway  Com¬ 
pany  at  their  then  fair  depreciated  value.  In  the 
event  of  such  purchase  under  either  of  the  fore¬ 
going  provisions,  all  property  of  the  Railway 
Company  then  in  the  possession  of  or  under  the 
control  of  the  Power  Company  shall  be  turned 
over  to  the  Railway  Company. 

(d)  The  Railway  Company  shall  have  the  right  to 
permanently  dispose  of  any  property  leased  under 
this  contract  whenever  the  Power  Company  ad- 
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vises  the  Railway  Company  that  such  property 
is  no  longer  necessary  for  service  contemplated 
under  this  agreement. 

(e)  The  cost  of  any  additions  or  changes  in  the  Rail¬ 
way  Company’s  550  volt  distribution  system,  such 
as  lengthening  or  relocation  of  cables,  etc.,  neces¬ 
sitated  by  any  changes  the  Power  Company  may 
make  in  the  aforesaid  leased  property,  will  be 
borne  by  the  Power  Company  without  any  reim¬ 
bursement  at  any  time  by  the  Railway  Company, 
all  other  conditions  remaining  the  same. 

Provided,  that  the  approval  of  the  Railway  Company  will 
be  had  as  to  any  changes  made  by  the  Power  Company  in 
said  leased  property  from  the  standpoint  of  adequacy  of 
service,  good  voltage  and  regulation. 

6.  Each  of  the  parties  hereto  will  permit  the  use  by  the 
other  party  of  its  ducts,  feeder  cables,  poles,  rights-of- 
■way,  buildings  and  other  facilities  when  such  use  will  not 
interfere  with  any  present  or  future  use  by  the  owning 
company  or  unless  otherwise  reserved  by  law,  upon  the 
same  or  like  terms  as  have  heretofore  obtained  between  the 
Power  Company  and  Washington  Railway  and  Electric 
Company,  and  except  as  otherwise  provided  herein,  or  as 
required  by  law. 

Axd  the  said  party  of  the  first  part  has  constituted  and 
appointed,  and  does  hereby  constitute  and  appoint  S.  R. 
Bowen  its  attorney  in  fact,  for  it  and  in  its  name,t  o  ac¬ 
knowledge  this  instrument  to  be  the  act  and  deed  of  the 
said  party  of  the  first  part,  and  deliver  the  same  according 
to  law. 

And  the  said  party  of  the  second  part  has  constituted  and 
appointed,  and  does  hereby  constitute  and  appoint,  G. 
Thomas  Dunlop  its  attorney  in  fact,  for  it  and  in  its  name, 
to  acknowledge  this  instrument  to  be  the  act  and  deed  of 
the  said  party  of  the  second  part,  and  deliver  the  same 
according  to  law. 
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In  Witness  Wheeeof,  the  parties  above  named  have 
caused  these  presents  to  be  signed  by  their  respective  Presi¬ 
dents,  or  Vice-Presidents,  and  their  respective  corporate 
seals  to  be  hereunto  affixed  and  attested  by  their  respective 
Secretaries  or  Assistant  Secretaries,  the  day  and  year  first 
above  written. 

Potomac  Electric  Power  Company, 

(s/d)  Wm.  McClellan, 
President. 

Attest : 

(Seal) 

(s/d)  Wm.  L.  Clarke, 

Asst.  Secretary. 

Capital  Transit  Company, 

(s/d)  John  H.  Hanna, 

President. 

Attest : 

(Seal) 

(s/d)  H.  D.  Crampton, 

Secretary. 

District  of  Columbia,  To  wit: 

I,  Chas.  J.  Bigham,  a  Notary  Public  in  and  for  the  Dis¬ 
trict  aforesaid,  do  hereby  certify  that  S.  R.  Bowen,  attorney 
in  fact  for  the  Potomac  Electric  Power  Company,  party  to 
a  certain  instrument  bearing  date  September  29,  1933, 
hereto  annexed,  personally  appeared  before  me  in  the 
-said  District,  the  said  S.  R.  Bowen  being  personally  well 
known  to  me  to  be  the  attorney  in  fact  for  the  said  Potomac 
Electric  Power  Company,  who  executed  the  said  deed  and 
acknowledged  the  same  to  be  the  act  and  deed  of  the  said 
Potomac  Electric  Power  Company. 

Given  under  my  hand  and  notarial  seal  this  29th  day  of 
September  1933. 

(s/d)  Chas.  J.  Bigham, 

Notary  Public. 
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District  of  Columbia,  To  wit: 

1  I,  Marie  McDonald,  a  Notary  Public  in  and  for  the  Dis¬ 
trict  aforesaid,  do  hereby  certify  that  G.  Thomas  Dunlop, 
attorney  in  fact  for  the  Capital  Transit  Company,  party  to 
a  certain  instrument,  bearing  date  September  29,  1933, 
hereto  annexed,  personally  appeared  before  me  in  said 
District,  the  said  G.  Thomas  Dunlop  being  personally  well 
known  to  me  to  be  the  attorney  in  fact  for  the  said  Capital 
Transit  Company,  who  executed  the  said  deed  and  acknowl¬ 
edged  the  same  to  be  the  act  and  deed  of  the  said  Capital 
Transit  Company. 

Given  under  my  hand  and  notarial  seal  this  29th  day  of 
September  1933. 

(s/d)  Marie  McDonald, 
Notary  Public.  D.  C. 

The  contract  as  above  set  forth  is  this  30  day  of  Septem¬ 
ber,  1933,  hereby  approved. 

(s/d)  Mason  M.  Patrick, 
(Seal)  (s/d)  Riley  E.  Elgen, 

(s/d)  John  C.  Gotwals, 
Constituting  the  Public 
Utilities  Commission  of 
the  District  of  Columbia. 

Exhibit  No.  41-A. 

POTOMAC  ELECTRIC  POWER  COMPANY 
CAPITAL  TRANSIT  COMPANY 
WASHINGTON,  D.  C. 

May  29,  1942. 

Public  Utilities  Commission, 

Washington,  D.  C. 

Gentlemen  : 

Reference  is  made  to  the  agreement  dated  September 
29th,  1933,  between  Potomac  Electric  Power  Company  and 
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Capital  Transit  Company,  providing  for  an  exchange  of 
facilities  between  the  two  companies  and  for  the  furnish¬ 
ing  of  electric  power  by  the  Potomac  Company  to  Capital 
Transit. 

Among  other  things  said  agreement  provides  (subject  to 
the  approval  of  the  Public  Utilities  Commission)  for  an 
adjustment  by  supplementary  agreement  of  the  payments 
to  be  made  by  Capital  Transit  for  electric  energy  furnished 
thereunder  in  excess  of  90,000,000  kilowatt  hours  per  an¬ 
num  in  the  event  that  the  Transit  Company’s  requirements 
for  any  consecutive  twelve  month  period  be  more  than 
90,000,000  kilowatt  hours  for  three  consecutive  months. 

This  event  has  occurred,  since  the  amount  of  electric  en¬ 
ergy  required  by  Capital  Transit  and  furnished  by  the  Po¬ 
tomac  Company  under  said  agreement  exceeded  90,000,000 
kilowatt  hours  for  the  twelve  months  ended  September  30th, 
1940,  and  has  subsequently  continued  to  increase  above  that 
amount  with  the  certainty  of  still  larger  requirements  in 
the  near  future.  This  has  required  the  Potomac  Company 
to  enlarge  its  facilities  and  further  additions  will  be  neces¬ 
sary  in  the  future.  One  of  the  major  installations  required 
for  the  additional  service  is  substation  equipment  which  is 
suitable  only  for  the  purpose  of  meeting  the  Transit  Com¬ 
pany’s  requirements. 

Accordingly,  the  undersigned  companies  have  agreed  to 
the  following  provisions  as  a  supplement  to  said  agreement 
of  September  29th,  1933,  subject  to  your  approval: 

1 — For  the  month  of  October  1940  and  for  each  month 
subsequent  thereto,  the  Capital  Transit  Company  will  pay 
the  Potomac  Electric  Power  Company  for  each  kilowatt 
hour  furnished  during  any  such  month  in  excess  of  7,500,000 
kilowatt  hours  $  .009,  based  on  an  average  price  of  coal 
delivered  to  said  Power  Company’s  generating  stations  of 
$5.75  per  long  ton  of  2240  pounds,  including  cost  of  coal 
f.o.b.  mines,  plus  the  frieght  charge  to  said  Power  Com¬ 
pany’s  sidings.  The  monthly  charge  for  the  number  of 
kilowatt  hours  furnished  in  excess  of  7,500,000  kilowatt 
hours,  computed  at  the  rate  of  nine  mills  ($  .009)  per  kilo- 
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watt  hour,  shall  be  increased  when  the  average  price  of 
coal  exceeds  $5.75  per  long  ton  and  decreased  when  it  is 
less  than  $5.75  per  long  ton.  The  amount  of  such  increase 
or  decrease  in  the  monthly  charge  shall  be  computed  by 
the  formula  specified  in  the  agreement  of  September  29th, 
1933,  but  the  adjustment  in  the  said  monthly  charge  for  the 
excess  of  7,500,000  kilowatt  hours  is  to  be  made  whenever 
the  average  price  of  coal  varies  from  the  base  price  of 
$5.75  per  long  ton. 

2 — Said  agreement  of  September  29th,  1933,  in  all  other 
respects  to  remain  unmodified. 

Your  approval  is  respectfully  requested. 

Respectfully, 

Potomac  Electric  Power  Company, 

By  (s/d)  A.  G.  Neal, 

President. 

Capital  Transit  Company, 

By  (s/d)  E.  D.  Merrill, 

President. 

•  **•*#*••* 

Exhibit  No.  42. 

DEFINITIVE  UNIFICATION  AGREEMENT 

between 

Washington  Railway  and  Electric  Company 

and 

The  Capital  Traction  Company 

Dated  September  26,  1933. 

Agreement,  dated  September  26,  1933,  between  Wash¬ 
ington  Railway  and  Electric  Company,  a  corporation  or¬ 
ganized  and  existing  under  special  Act  of  the  Congress  of 
the  United  States  (hereinafter  called  the  “Washington 
Company”),  and  The  Capital  Traction  Company,  a  cor- 


poration  organized  and  existing  under  special  Act  of  the 
Congress  of  the  United  States  (hereinafter  called  the 
“Capital  Company”). 

Whereas ,  pursuant  to  Act  entitled  “An  Act  to  permit 
the  merger  of  street-railway  corporations  operating  in  the 
District  of  Columbia  and  for  other  purposes,”  approved 
March  4, 1925,  a  form  of  agreement  to  carry  this  into  effect 
and  providing  for  the  formation  of  a  new  corporation  to 
be  known  as  the  Capital  Transit  Company  to  acquire  prop¬ 
erties  and/or  stocks  or  securities,  and  to  succeed  to  the 
powers  and  obligations  of  the  Capital  Company  and  to 
succeed  to  the  powers  and  obligations  of  the  Washington 
Company  directly  connected  with  or  relating  to  the  opera¬ 
tion  of  street  railway  and  bus  transportation,  has  been  rati¬ 
fied  and  approved,  and  such  unification  in  accordance  there¬ 
with  authorized,  by  Joint  Resolution  of  the  Congress  of  the 
United  States,  approved  January  14,  1933,  as  amended 
February  16,  1933;  and 

Whereas,  the  premises,  covenants,  agreements,  grants, 
terms  and  conditions  in  said  form  of  agreement  and  in  this 
Agreement  have  been  approved  by  the  Public  Utilities  Com¬ 
mission  of  the  District  of  Columbia  and  have  been  agreed 
upon  by  vote  of  more  than  a  majority  in  amount  of  the 
stock  of  the  respective  companies  parties  hereto,  as  pro¬ 
vided  in  said  Joint  Resolution, 

Now,  Therefore,  in  consideration  of  the  foregoing  and  of 
the  mutual  covenants  herein  contained  the  parties  hereto 
agree  as  follows: 

I. 

The  parties  hereto  consent  and  agree  to  the  form  of  Unifi¬ 
cation  Agreement  set  forth  in  the  above  mentioned  Joint 
Resolution  of  the  Congress,  and  each  and  all  of  the  prem¬ 
ises,  covenants,  agreements,  grants,  terms  and  conditions 
therein,  and  agree  to  carry  out  and  effect  a  unification  of 
their  respective  properties,  as  therein  provided,  upon  the 
terms  and  conditions  therein  set  forth;  said  form  of  Uni¬ 
fication  Agreement  being  as  follows: 
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Unification  Agreement 

Whereas  the  Act  entitled  “An  Act  to  permit  the  merger 
of  street-railway  corporations  operating  in  the  District 
of  Columbia,  and  for  other  purposes,”  approved 
March  4,  1925,  provides  ‘  ‘  that  any  or  all  of  the  street- 
railway  companies  operating  in  the  District  of  Co¬ 
lumbia  be,  and  they  are  hereby,  authorized  and  em¬ 
powered  to  merge  or  consolidate,  either  by  purchase 
or  lease  by  one  company  of  the  properties,  and/or 
stocks  or  securities  of  any  of  the  others,  or  by  the  form¬ 
ulation  of  a  new  corporation  to  acquire  the  properties 
and/or  stocks  or  securities  and  to  succeed  to  the  pow¬ 
ers  and  obligations  of  each  or  any  of  said  companies 
under  such  terms  and  conditions  as  may  be  agreed 
upon  by  vote  of  a  majority  in  amount  of  the  stock  of 
the  respective  corporations,  and  as  may  be  approved 
by  the  Public  Utilities  Commission  of  the  District  of 
Columbia :  Provided,  That  no  merger  of  said  companies 
shall  be  finally  consummated  until  the  same  is  ap¬ 
proved  by  a  joint  resolution  of  Congress.  Such  new 
corporation  shall  be  incorporated  under  the  pro¬ 
visions  of  Subchapter  IV,  Chapter  XVIII  of  the  Code 
of  Law  of  the  District  of  Columbia  as  far  as  applicable, 
with  issues  of  stock  at  a  stated  par  value  and/or  of 
no  par  value,  as  may  be  approved  by  the  Public  Utili¬ 
ties  Commission”;  and 

Whereas  the  Washington  Railway  and  Electric  Company 
(hereinafter  referred  to  as  the  “Washington  Com¬ 
pany”)  and  the  Capital  Traction  Company  (herein¬ 
after  referred  to  as  the  “Capital  Company”),  street 
railway  companies  now  operating  in  the  District  of 
Columbia,  are  organized  in  accordance  with  special 
Acts  of  the  Congress  of  the  United  States  for  the  pur¬ 
pose  of  carrying  on  street  railway  and  other  business ; 
and 

Whereas  it  is  deemed  advisable,  for  the  purpose  of  great¬ 
er  efficiency  and  economy  of  management  and  for  the 
benefit  and  advantage  of  the  public  and  of  the  stock¬ 
holders  of  said  companies,  that  their  transit  properties 
used  in  the  business  of  street  railway  and  bus  trans¬ 
portation  within  the  District  of  Columbia  or  between 
the  District  of  Columbia  and  adjacent  States,  and  such 
other  property  and  assets,  real  and  personal,  tangible 


and  intangible,  as  may  be  described  in  this  agreement 
shall  be  placed  under  unified  ownership  and  operation ; 
and 

Whereas  the  premises,  covenants,  agreement,  grants, 
terms,  and  conditions  herein  have  been  approved  by 
the  Public  Utilities  Commission  of  the  District  of  Co¬ 
lumbia  : 

Now,  therefore,  if  and  when  the  said  premises,  cove¬ 
nants,  grants,  terms,  and  conditions  herein  contained 
are  agreed  upon  by  a  vote  of  a  majority  in  amount  of 
the  stock  of  the  respective  corporations,  their  respective 
properties  as  hereinafter  described  shall  be  transferred 
to  and  vested  in  the  New  Company  and  the  mode  of  carry¬ 
ing  the  same  into  effect  shall  be  as  follows : 

First:  The  name  of  the  New  Company  shall  be  Capital 
Transit  Company  (hereinafter  referred  to  as  the  “New 
Company” ). 

Second:  The  New  Company  shall  be  incorporated  un- 
der  the  provisions  of  Subchapter  IV  of  Chapter  XVIII 
of  the  Code  of  Law  of  the  District  of  Columbia  and  pur¬ 
suant  to  an  Act  of  Congress  entitled  “An  Act  to  permit 
the  merger  of  street-railway  corporations  operating  in 
the  District  of  Columbia,  and  for  other  purposes,”  ap¬ 
proved  March  4, 1925,  with  power  subject  to  the  approval 
of  the  Public  Utilities  Commission  to  acquire,  construct, 
own,  and  operate  directly  transit  properties  within  the 
District  of  Columbia  and  either  directly  or  through  sub¬ 
sidiaries  in  adjacent  States,  including  the  power  to  ac¬ 
quire,  own,  and  operate  the  properties  to  be  conveyed  to 
the  New  Company  in  accordance  with  this  agreement, 
and  to  acquire  and  own  the  stock  and/or  bonds  of  said 
companies  and  of  any  other  company  or  companies  en¬ 
gaged  in  the  transportation  of  passengers  by  street  rail¬ 
way  or  bus  in  the  District  of  Columbia  and  adjacent 
States  with  the  power  to  mortgage  its  property,  rights, 
and  franchises,  and  to  conduct  such  other  activities  as 
may  be  useful  or  necessary  in  connection  with  or  incident 
to  the  foregoing  purposes,  including  the  power  to  buy, 
sell,  hold,  own,  and  convey  real  estate  within  and  without 
the  District  of  Columbia.  Said  New  Company  when  in¬ 
corporated  shall  become  and  remain  subject  in  all  re¬ 
spects  to  regulation  by  the  Public  Utilities  Commission  of 
the  District  of  Columbia  or  its  successors  to  the  extent  of 


the  jurisdiction  now  or  hereafter  vested  in  it  or  them 
by  law  over  corporations  engaged  in  the  transportation 
of  passengers  by  street  railway  or  bus  within  the  District 
of  Columbia:  Provided,  That  before  they  are  recorded, 
the  articles  of  incorporation  and/or  any  amendments 
thereto  shall  be  approved  by  the  Public  Utilities  Com¬ 
mission. 

Third.  The  board  of  directors  of  the  New  Company 
shall  consist  of  fifteen  persons.  Of  the  fifteen  original 
directors,  seven  shall  be  nominated  by  the  Washington 
Company,  seven  by  the  Capital  Company,  and  one,  to 
hold  office  for  two  years,  shall  be  agreed  upon  by  the 
fourteen  nominated  as  above.  Of  the  directors  so  to  be 
initially  nominated  by  the  Capital  Company,  five  shall 
hold  office  for  three  years  and  two  shall  hold  office  for 
two  years.  Of  the  directors  so  to  be  initially  nominated 
by  the  Washington  Company,  two  shall  hold  office  for  two 
years  and  five  shall  hold  office  for  one  year. 

The  directors  shall  be  stockholders  and  at  least  nine  of 
them  bona  fide  residents  of  the  District  of  Columbia, 
and  shall,  except  as  hereinbefore  provided,  be  elected 
annually  by  the  stockholders  at  such  time  and  place  as 
shall  be  determined  by  the  by-laws  of  the  comfpany.  The 
officers  of  the  New  Company  shall  be  selected  by  the 
board  of  directors. 

Fourth:  The  New  Company  shall  have  such  rules,  regu¬ 
lations,  and  by-laws  as  the  directors  shall  adopt  not  con¬ 
trary  to  its  charter  or  to  the  laws  in  force  in  the  District 
of  Columbia.  The  duties  and  powers  of  the  directors 
and  the  duties  and  powers  of  the  officers  of  the  company 
shall  be  such  as  are  set  forth  in  the  by-laws. 

Fifth.  The  authorized  number  and  par  value  of  the 
shares  of  stock  of  the  New  Company,  the  number  of 
shares  of  stock  to  be  issued  originally  for  the  purpose  of 
the  unification  and  in  payment  for  the  properties  of  the 
Capital  Company  and  the  Washington  Company  to  be  ac¬ 
quired  hereunder,  the  bonded  indebtedness  of  the  New 
Company,  the  division  of  the  stock  issued  by  the  New 
Company  between  the  Washington  Company  and  the 
Capital  Company  shall  all  be  as  approved  by  the  Pub¬ 
lic  Utilities  Commission  of  the  District  of  Columbia: 
Provided,  That  the  original  bonded  indebtedness  and 
stock  liability  of  the  New  Company  shall  not  be  in  excess 
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of  the  total  amount  of  the  stocks,  certificates  of  stock, 
bonds,  or  other  evidences  of  indebtedness  then  outstand¬ 
ing  against  the  Capital  Company  and  the  Washington 
Company. 

Sixth.  After  the  original  issue  of  stock  for  the  pur¬ 
poses  of  the  unification,  additional  shares  of  stock  and/or 
additional  bonds  or  other  evidences  of  indebtedness  may, 
subject  to  the  approval  of  the  Public  Utilities  Commis¬ 
sion  of  the  District  of  Columbia,  be  issued  by  the  Direc¬ 
tors  from  time  to  time  for  cash  or  in  payment  for  bonds, 
or  property,  or  to  reimburse  the  treasury  for  capital 
expenditures. 

Seventh.  Approval  of  this  agreement  by  Joint  Resolu¬ 
tion  or  Act  of  Congress  of  the  United  States  shall  consti¬ 
tute  and  confer  jurisdiction  on  the  Public  Utilities  Com¬ 
mission  to  issue  any  order  reasonably  necessary  to  secure 
the  operating  and/or  other  economies  contemplated  by 
this  merger,  and  to  order  reasonable  extensions  and/or 
reasonable  abandonments  of  tracks  and/or  facilities. 
And  said  orders  shall  have  the  same  legal  effect  and  be 
enforceable  in  the  same  manner  as  other  orders  of  said 
Commission. 

Eighth.  Upon  the  organization  of  the  New  Company, 
the  following  transactions  shall  be  carried  out  substan¬ 
tially  simultaneously: 

A.  The  Capital  Company  shall  vest  in  the  New  Com¬ 
pany  all  of  its  current  assets,  all  moneys  or  securities  of 
every  form  owned  by  it,  whether  held  as  cash,  securities, 
choses  in  action,  or  special  funds  of  any  nature,  all  of  its 
estates,  lands,  rights,  powers,  privileges,  licenses,  fran¬ 
chises  and  properties,  real  and  personal,  tangible  and 
intangible,  of  every  kind  (including  without  limiting  the 
generality  of  the  foregoing,  two  hundred  and  two  shares 
of  the  par  value  of  $50  per  share  of  the  capital  stock  of 
the  Washington  and  Maryland  Railroad  Company  out 
of  a  total  of  two  hundred  and  two  shares  issued  and  out¬ 
standing,  $66,000  principal  amount  of  6  per  centum  bonds 
of  said  Company,  due  January  15,  1947,  and  a  demand 
note  for  the  principal  amount  of  $20,500  bearing  interest 
at  the  rate  of  6  per  centum  per  annum  made  by  said  com¬ 
pany  indorsed  to  the  Capital  Company),  and  shall  trans¬ 
fer  to  the  New  Company  all  existing  operating  and  other 
contracts  and/or  rights  (subject  to  all  conditions  of  said 


contracts)  and  shall  execute  all  deeds,  assignments,  and/ 
or  other  conveyances  requisite  for  such  purpose. 

In  consideration  therefor  the  New  Company  shall — 

(a)  Issue  to  the  Capital  Company  such  shares  of  its 
capital  stock  and/or  other  securities  as  may  be  agreed 
upon  by  the  Capital  and  Washington  Companies  and  ap¬ 
proved  by  the  Public  Utilities  Commission  of  the  District 
of  Columbia. 

(b)  Assume  and  discharge  as  the  same  mature  all  of 
the  liabilities  of  the  Capital  Company,  such  liabilities  to 
be  not  exceeding  $5,800,000  principal  amount  of  Capital 
Traction  first  mortgage  bonds  bearing  interest  at  the 
rate  of  5  per  centum  per  annum,  due  June  1,  1947  (in 
addition  to  $200,000  principal  amount  thereof  now  in  the 
treasury  of  the  Capital  Company  which  shall  be  canceled 
on  or  before  the  date  of  closing  hereunder),  and  current 
liabilities  arising  in  normal  conduct  of  the  business. 

It  is  understood  and  agreed  that  to  carry  out  the  intent 
thereof  the  Capital  Company  shall  and  will,  as  soon  as 
may  be  possible  after  the  date  of  closing  as  hereinafter 
defined,  make  distribution  to  its  stockholders,  liquidate 
and  dissolve,  and  that  to  this  end  approval  of  this  agree¬ 
ment  by  joint  resolution  or  Act  of  the  Congress  of  the 
United  States  shall  constitute  and  confer  all  necessary 
authority  to  the  Capital  Company  to  liquidate  its  assets 
by  distributing  amongst  its  stockholders,  in  proportion  to 
their  several  holdings  of  stock  in  said  company,  the 
shares  of  stock  of  the  New  Company  which  it  shall  have 
received  as  the  consideration  for  the  sale,  transfer,  and 
conveyance  of  its  property  to  the  said  New  Company  as 
provided  herein,  and  thereupon  to  liquidate  its  affairs 
and  dissolve  its  corporate  existence :  Provided,  That  the 
existing  liabilities  of  the  said  Capital  Company  and  the 
rights  of  its  creditors  shall  not  be  affected  thereby,  and 
that  such  creditors  shall  have,  as  to  the  New  Company 
upon  the  transfer  of  property  to  it  as  aforesaid,  all  rights 
and  remedies  which  they  may  then  have  as  to  the  Capital 
Company:  And  provided  further,  That  no  action  or  pro¬ 
ceedings  to  which  the  Capital  Company  is  a  party  shall 
abate  in  consequence  thereof,  but  the  same  may  be  con¬ 
tinued  in  the  name  of  the  party  by  or  against  which  the 
same  was  begun,  unless  the  court  in  which  said  action  or 
proceedings  are  pending  shall  order  the  New  Company  to 
be  substituted  in  its  place  and  stead :  And  provided  fur- 
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ther,  That  the  fact  of  such  dissolution  in  accordance  with 
this  provision  shall  be  published  once  a  week  for  two 
successive  weeks  thereafter  in  at  least  two  daily  news¬ 
papers  of  general  circulation  published  in  the  city  of 
Washington,  District  of  Columbia. 

The  date  of  closing  is  hereby  defined  as  the  date  of  the 
transfer  of  the  properties  mentioned  herein  to  the  New 
Company  and  the  delivery  of  New  Company  shares  to  the 
Capital  and  Washington  Companies  in  accordance  here¬ 
with. 

B.  The  'Washington  Company  will  vest,  or  cause  to  be 
vested  in  the  New  Company  all  of  its  physical  property, 
real  and  personal,  Glen  Echo  Amusement  Park  (except 
devices  not  owned  by  the  Washington  Company  or  Glen 
Echo  Park  Company),  tracks,  lands,  buildings,  shops, 
structures,  machinery,  rolling  stock,  busses,  easements, 
franchises,  rights,  operating  and  other  contracts  for  the 
use  of  tracks,  power,  exchange  of  facilities,  or  otherwise, 
directly  connected  with,  or  relating  to,  and  used  in  the 
ordinary  operation  and  business  of  an  electric  railway, 
motor  bus,  public  transportation  company  and  common 
carrier,  situate  in  the  District  of  Columbia  and  State  of 
Maryland  (subject  to  all  conditions  of  said  contracts),  in¬ 
cluding  without  limiting  the  generality  of  the  foregoing, 
the  physical  property,  rights,  and  franchises  of  the 
Washington  and  Rockville  Railway  Company  of  Mont¬ 
gomery  County,  used  in  the  operation  of  said  transit 
business,  with  the  understanding,  however,  that  nothing 
herein  shall  be  understood  to  include  the  transfer  of  the 
right  of  the  Washington  Company  and  the  Washington 
and  Rockville  Railway  Company  of  Montgomery  County 
to  exist  as  corporations  or  separate  corporate  entities, 
nor  to  include  the  stock  of  the  Potomac  Electric  Power 
Company,  The  Braddock  Light  and  Power  Company,  In¬ 
corporated,  Great  Falls  Power  Company,  Potomac 
Electric  Appliance  Company,  or  other  investments 
in  stock,  bonds,  or  personal  property  not  connected 
with  or  used  in  the  ordinary  conduct  of  the  business  of 
said  electric  railways,  nor  any  cash,  bills  receivable, 
credits,  or  choses  in  action,  except  as  otherwise  herein 
provided  (and  that  approval  of  this  agreement  by  joint 
resolution  or  Act  of  the  Congress  of  the  United  States 
shall  constitute  and  confer  the  necessary  authority  to  the 
Washington  Company  to  retain  and  hold  the  aforesaid 
stocks  of  the  said  companies).  A  general  description  of 
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the  property  to  be  transferred  hereunder  shall  be  pre¬ 
pared  and  delivered  to  the  Capital  Company  before  the 
final  execution  of  deeds,  and  the  Washington  Company 
shall  execute  all  deeds,  assignments,  and/or  other  convey¬ 
ances  requisite  for  such  purpose.  It  being  understood, 
however,  that  the  Washington  Company  will  transfer 
to  the  New  Company  net  current  assets  equal  to  the  net 
current  assets  transferred  to  the  New  Company  by  the 
Capital  Company,  as  hereinbefore  provided,  and  no  more. 

The  said  property  of  the  Washington  Company  shall 
be  vested  in  the  New  Company,  subject  in  so  far  but  only 
in  so  far,  as  the  same  may  by  terms  of  such  mortgages, 
respectively,  attach  to  any  part  or  parts  of  said  property, 
to  the  following  mortgages  or  deeds  of  trust : 

(1)  First  Mortgage  of  the  City  and  Suburban  Railway 
of  Washington,  dated  September  1,  1S98,  made  to  the 
Baltimore  Trust  and  Guaranty  Company,  as  trustee. 

(2)  First  Mortgage  of  the  Anacostia  and  Potomac 
River  Railroad  Company,  dated  April  1,  1899,  made  to 
the  Baltimore  Trust  and  Guaranty  Company,  as  trustee. 

(3)  Consolidated  Mortgage  of  the  Washington  Rail¬ 
way  and  Electric  Company,  dated  March  1,  1902,  made 
to  United  States  Mortgage  and  Trust  Company,  as 
trustee. 

In  consideration  therefor  the  New  Company  shall  issue 
to  the  Washington  Company  such  shares  of  its  capital 
stock  and/or  other  securities  as  may  be  agreed  upon 
by  the  Capital  and  Washington  Companies  and  approved 
by  the  Public  Utilities  Commission  of  the  District  of 
Columbia,  and  shall  assume  such  of  the  above-described 
bonds  as  may  be  approved  by  the  Public  Utilities  Com¬ 
mission,  and  in  addition  shall  assume  and  discharge,  as 
the  same  mature,  liabilities  of  the  Washington  Company 
incident  to  the  transit  business  to  be  transferred  as 
aforesaid. 

Out  of  the  total  net  current  assets  received  by  the  New 
Company  there  shall  be  set  aside  a  reserve  in  an  amount 
sufficient  in  the  opinion  of  the  Public  Utilities  Commis¬ 
sion  to  liquidate  all  claims  for  injuries  and  damages 
against  the  Washington  Company  and  the  Capital  Com¬ 
pany  on  account  of  operations  prior  to  the  date  of  clos¬ 
ing  :  Provided ,  That  any  excess  or  deficit  in  such  reserve 
remaining  after  the  final  liquidation  of  such  claims  for 


injuries  and  damages  shall  be  credited  or  debited,  respec¬ 
tively,  to  the  surplus  of  the  New  Company. 

The  New  Company  is  authorized  to  acquire  any  or  all 
of  the  outstanding  stock  of  the  Washington  Rapid  Tran¬ 
sit  Company  (the  Bus  Company)  at  the  fair  value  thereof 
and  on  such  terms  as  may  be  accepted  by  the  owners  of 
said  shares  of  stock  and  may  be  approved  by  the  Public 
Utilities  Commission;  if  and  when  a  majority  of  the  out¬ 
standing  shares  of  the  said  Washington  Rapid  Transit 
Company  is  acquired  by  the  New  Company,  the  Washing¬ 
ton  Rapid  Transit  Company  shall  be  merged  or  consoli¬ 
dated  with  the  New  Company  when  and  if  the  Public 
Utilities  Commission  shall  so  require. 

Ninth.  The  foregoing  is  based  on  the  present  condi¬ 
tions  and  business  of  the  participating  companies  and  on 
the  assumption  that,  in  the  interval  before  the  consum¬ 
mation  of  the  foregoing  transactions,  there  will  be  no 
change  in  the  transit  businesses,  other  than  as  a  result 
of  normal  operations  or  necessary  to  meet  changed  oper¬ 
ating  conditions,  and  that  no  distribution  will  be  made  to 
the  stockholders  of  Capital  Company,  except  the  regular 
dividend  payments,  at  not  exceeding  7  per  centum  per 
annum,  and  that,  subject  to  such  exceptions,  the  assets 
and  liabilities  of  the  participating  companies  will  be  sub¬ 
stantially  as  appears  from  their  balance  sheets,  as  of 
the  31st  of  December,  1931,  subject  to  variations  in  the 
normal  course  of  business. 

Tenth.  The  Washington  Company  shall  cause  the  Poto¬ 
mac  Electric  Power  Company  to  enter  into  a  contract 
with  the  New  Company,  subject  to  the  approval  of  the 
Public  Utilities  Commission,  said  power  contract  to 
become  effective  as  of  the  date  of  consummation  of  this 
merger  and  run  for  the  life  of  whichever  of  the  last- 
mentioned  companies  expires  first,  and  to  provide  that 
the  Potomac  Electric  Power  Company,  or  its  successors, 
and/or  assigns  will  at  all  times,  on  request,  furnish  an 
adequate  supply  of  electric  power  for  the  maintenance 
and  operation  of  the  transit  properties  of  the  New  Com¬ 
pany,  and  at  such  reasonable  rates  as  the  Public  Utilities 
Commission  may  from  time  to  time  fix.  The  Washington 
Company  shall  assign  to  the  Potomac  Electric  Power 
Company  all  of  its  existing  contracts  for  the  sale  of 
power  to  other  railway  companies. 
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Eleventh.  The  Washington  Company  shall  remain  sub¬ 
ject  to  the  jurisdiction  of  the  Public  Utilities  Commis¬ 
sion.  Any  sinking  funds  now  held  by  it  shall  remain 
available  for  the  discharge  of  securities  for  which  it 
remains  liable  and  which  are  secured  directly  or  indi- 
dectly  by  any  lien  upon  property  turned  over  to  the  New 
Company. 

Twelfth.  Any  and  all  rights  with  regard  to  valuations 
and/or  rate  bases  now  possessed  by  any  of  the  parties  to 
this  agreement  shall  not  be  prejudiced  hereby,  and  shall 
be  enjoyed  by  the  New  Company  until  a  valuation  of  the 
properties  of  the  company  shall  be  fixed  as  now  or  here¬ 
after  provided  by  law:  Provided ,  That  nothing  contained 
herein  shall  deprive  the  New  Company  of  any  rights 
under  the  Constitution  of  the  United  States. 

Thirteenth.  The  New  Company  shall  grant  with  each 
street-railway  fare  a  free  immediate  transfer  to  any  con¬ 
necting  portion  of  its  street-railway  lines  within  the  Dis¬ 
trict  of  Columbia,  subject  to  reasonable  rules  and  regula¬ 
tions  to  prevent  abuse  thereof.  In  addition,  transfers 
between  street  cars  and  busses  and  between  bus  lines 
shall  be  granted  under  such  reasonable  terms  and  condi¬ 
tions  as  the  Public  Utilities  Commission  may  prescribe: 
Provided ,  That  this  shall  not  be  interpreted  so  as  to  pre¬ 
vent  the  Public  Utilities  Commission  from  establishing 
special  fares  lower  than  the  basic  rate  without  transfer 
privileges. 

Fourteenth.  This  agreement  is  conditioned  upon  the 
New  Company  being  relieved  from  the  expense  of  police¬ 
men  at  street  railway  crossings  and  intersections,  the 
laying  of  new  pavement,  the  making  of  permanent  im¬ 
provements,  renewals,  or  repairs  to  the  pavement  of 
streets  and  public  bridges;  and  the  permanent  improve¬ 
ments,  renewals,  or  repairs  to  public  bridges  over  which 
the  street-car  lines  operate;  except  that  the  New  Com¬ 
pany  shall  bear  the  entire  cost  of  paving  repairs  or 
replacements  incident  to  track  repairs,  replacements,  or 
changes  made  at  a  time  when  the  street  or  bridge  is  not 
being  paved,  and  shall  bear  one-half  the  cost  of  other 
paving,  repaving,  or  maintenance  of  paving  between  its 
tracks  and  for  two  feet  outside  of  the  outer  rails,  and 
shall  bear  the  excess  cost  of  construction  and  maintenance 
of  public  bridges  due  to  the  installation  or  existence 
of  its  tracks  on  such  bridges,  but  nothing  herein  shall 
relieve  the  New  Company  from  liability  for  street  paving 
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as  owner  of  real  estate  apart  from  rights  of  way  occupied 
by  its  tracks,  as  set  out  in  the  so-called  Borland  law, 
►  approved  September  1,  1916,  as  amended  to  date,  and/or 

in  an  Act  to  provide  for  special  assessments  for  the  pav¬ 
ing  of  roadways  and,  the  laying  of  curbs  and  gutters,  ap¬ 
proved  February  20,  1931. 

Fifteenth.  Legislation  obtained  to  effectuate  this 
agreement  shall  contain  a  provision  that  no  competitive 
»  -street-railway  or  bus  lines,  that  is,  bus  or  railway  line  for 

^  the  transportation  of  passengers  of  the  character  which 

runs  over  a  given  route  on  a  fixed  schedule,  shall  be 
established  without  the  prior  issuance  of  a  certificate  by 
the  Public  Utilities  Commission  of  the  District  of  Co¬ 
lumbia  to  the  effect  that  the  competitive  line  is  necessary 
for  the  convenience  of  the  public. 

9 

Sixteenth.  The  New  Company  may  defray  any  reason¬ 
able  legal  and  other  expenses  of  unification  which  may 
be  necessarily  incurred  in  connection  therewith  subject 
to  the  approval  of  the  Public  Utilities  Commission;  pro¬ 
vided  that  these  expenses  shall  be  treated  in  the  accounts 
of  the  New  Company  as  ordered  by  the  Public  Utilities 
Commission. 

♦  Seventeenth.  The  New  Company  upon  opening  its  books 

,  of  account  shall  set  up  reserves,  special  accounts,  and 

deferred  charges  equal  to  the  combined  reserves,  depre¬ 
ciation  funds,  special  accounts,  and  deferred  charges  of 
the  Capital  and  Washington  Companies  in  so  far  as  they 
relate  to  depreciation  of  properties  turned  over  to  the 
New  Company  or  to  liabilities  assumed  by  it,  other  than 
the  reserve  for  injuries  and  damages  as  heretofore  pro- 
1  vided  in  paragraph  eighth.  Such  reserves,  or  accounts, 

shall  be  set  up  in  such  manner  that  there  shall  be  continu¬ 
ity  of  accounting  between  the  books  of  the  Capital  and 
Washington  Companies  and  the  New  Company:  Pro¬ 
vided,  That  the  New  Company  shall  not  be  required  to 
»  maintain  any  depreciation  fund  if  it  sets  up  a  reserve 

„  against  depreciation  at  rates  fixed  therefor  by  the  Public 

Utilities  Commission  but  may  use  money  and/or  securi¬ 
ties  in  any  depreciation  fund  turned  over  to  it  in  any 
manner  approved  by  the  Public  Utilities  Commission. 
Nothing  herein  provided  shall  be  construed  as  changing 
or  limiting  the  jurisdiction  of  said  commission  over  de- 
‘  preciation  accounts  of  any  of  said  companies. 
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Eighteenth.  Approval  of  this  agreement  by  the  Public 
Utilities  Commission  or  Congress  shall  not  be  taken  as 
approval  of  the  considerations  mentioned  herein  for 
properties  or  stocks,  nor  as  binding  upon  the  Public 
Utilities  Commission  in  any  future  determination  of  the 
fair  value  of  the  properties  used  and  useful  for  the  public 
convenience  belonging  to  the  Washington  Company,  the 
Capital  Company,  or  to  be  acquired  by  the  New  Company, 
that  may  be  made  in  accordance  with  this  agreement. 

Nineteenth.  The  Public  Utilities  Commission  shall  fix 
the  rate  of  fare  at  3  cents  for  school  children  not  over 
eighteen  years  of  age,  going  to  and  from  public,  parochial, 
or  like  schools  in  the  District  of  Columbia,  and  shall  estab¬ 
lish  rules  and  regulations  governing  the  use  thereof: 
Provided ,  That  upon  the  acceptance  of  this  agreement 
by  the  parties  and  the  completion  of  the  unification,  the 
provisions  of  the  Act  entitled  “An  Act  to  provide  for 
the  transportation  of  school  children  in  the  District  of 
Columbia  at  a  reduced  fare,”  approved  February  27, 
1931,  shall  become  inoperative. 

II. 

In  accordance  with  the  provisions  of  said  form  of  Uni¬ 
fication  Agreement,  the  parties  hereto  also  agree  as  herein¬ 
after  set  forth  to  the  following  matters  left  for  determina¬ 
tion  by  the  said  form  of  Unification  Agreement: 

1.  The  articles  of  incorporation  of  the  New  Company 
shall  be  substantially  in  the  form  now  lodged  with  the 
Public  Utilities  Commission  of  the  District  of  Columbia; 

2.  The  authorized  number  and  par  value  of  the  shares  of 
stock  of  the  New  Company  shall  be  initially  240,000  shares 
of  capital  stock  of  the  par  value  of  One  hundred  Dollars 
($100.00)  each  all  of  which  shall  be  of  one  class; 

3.  The  number  of  shares  of  stock  of  the  New  Company  to 
be  issued  originally  for  the  purpose  of  the  unification  and  in 
payment  for  the  properties  of  the  Capital  Company  and  the 
Washington  Company  to  be  acquired  hereunder,  and  the 
division  of  the  stock  issued  by  the  New  Company  between 
the  Washington  Company  and  the  Capital  Company  shall 
be  as  follows : 
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(a)  120,000  shares  of  the  capital  stock  of  the  New  Com¬ 
pany,  to  be  issued  to  the  Capital  Company; 

(b)  120,000  shares  of  the  capital  stock  of  the  New  Com¬ 
pany,  to  be  issued  to  the  Washington  Company; 

4.  The  bonded  indebtedness  of  the  New  Company  shall  be 
initially  as  follows : 

(a)  $5,800,000  principal  amount  of  the  above-mentioned 
first  mortgage  bonds  of  the  Capital  Company  presently 
outstanding  (constituting  all  of  said  bonds  to  be  outstand¬ 
ing  on  and  after  the  date  of  closing  hereunder,  including 
$264,000  principal  amount  thereof  owned  by  the  Capital 
Company  and  to  be  assigned  to  the  New  Company),  pay¬ 
ment  of  which  bonds  and  the  interest  thereon  shall  be 
assumed  by  the  New  Company;  and 

(b)  $4,000,000  principal  amount  of  the  above-mentioned 
consolidated  mortgage  bonds  of  the  Washington  Company, 
$1,703,000  principal  amount  of  the  above-mentioned  first 
mortgage  bonds  of  the  City  and  Suburban  Railway  of 
Washington  and  $2,906,000  principal  amount  of  the  above- 
mentioned  first  mortgage  bonds  of  the  Anacostia  &  Potomac 
River  Railroad  Company,  presently  outstanding  (consti¬ 
tuting  a  portion  of  said  consolidated  bonds  and  all  of  said 
first  mortgage  bonds  of  the  City  and  Suburban  Railway 
Company  and  of  the  Anacostia  &  Potomac  River  Railroad 
Company  to  be  outstanding  on  and  after  the  date  of  closing 
hereunder),  which  bonds  and  the  interest  thereon  the  New 
Company  shall  agree  to  pay  and/or  to  indemnify  the  Wash¬ 
ington  Company  with  respect  thereto  as  provided  in  a 
certain  Agreement,  to  be  dated  December  1,  1933,  between 
the  Washington  Company  and  the  New  Company  substan¬ 
tially  in  the  form  now  lodged  with  the  Public  Utilities  Com¬ 
mission  of  the  District  of  Columbia. 

5.  The  date  of  closing  hereunder  shall  be  December  1, 
1933,  or  such  other  date,  not  later  than  January  1st,  1935, 
as  shall  be  agreed  upon  by  the  officers  of  the  Washington 
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Company  and  the  Capital  Company  and  approved  by  the 
Public  Utilities  Commission  of  the  District  of  Columbia. 

6.  The  power  contract  between  Potomac  Electric  Power 
Company  and  the  New  Company,  provided  for  in  Para¬ 
graph  Tenth  of  said  form  of  Unification  Agreement,  shall 
be  in  substantially  the  form  now  lodged  with  the  Public 
Utilities  Commission  of  the  District  of  Columbia. 

7.  The  New  Company  shall  defray  any  reasonable  ex¬ 
penses  in  connection  with  its  own  organization  and  the 
acquisition  of  its  assets,  the  liquidation  of  The  Capital 
Traction  Company  and  expenses  of  unification  incurred 
subsequent  to  the  closing  date  hereunder,  subject  to  the 
approval  of  the  Public  Utilities  Commission  of  the  District 
of  Columbia. 

m. 

This  Agreement  shall  bind  and  enure  to  the  benefit  of  the 
parties  hereto  and  their  respective  successors  and  assigns. 

In  Witness  Whereof,  the  parties  hereto  have  caused  this 
Agreement  to  be  duly  executed  on  their  behalf  by  their 
officers  thereunto  duly  authorized,  this  26th  day  of  Sep¬ 
tember,  1933. 

Washington  Railway  and  Electric  Company, 
By  Wm.  F.  Ham, 

(Seal)  President. 

Attest  : 

Wm.  L.  Clarke, 

Asst.  Secretary. 

The  Capital  Traction  Company, 

By  John  H.  Hanna, 

(Seal)  President. 

Attest: 

H.  D.  Crampton, 

Secretary. 


The  foregoing  Agreement,  dated  September  26,  1933, 
between  Washington  Railway  and  Electric  Company  and 
The  Capital  Traction  Company,  providing  for  the  uni¬ 
fication  of  certain  of  their  properties  as  therein  provided, 
and  each  of  the  provisions  thereof,  is  hereby  approved. 

Mason  M.  Patrick, 

Riley  E.  Elgen, 

John  C.  Gotwals, 

Constituting  the  Public 
(Seal)  Utilities  Commission  of 

the  district  of  Columbia. 

28th  September,  1933. 
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EXHIBIT 


POTOMAC  ELECTRIC  POWER  COMPANY 

*  Earnings  on  Common  Stock  under  Existing  Rates 

*  Earnings  per  Amount  of  Return  on 
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1949 
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A  1.13 
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9.92 

10.1 

! 

Feb. 

28, 

1949 

3,468 

1.17 

1.17 

33,554 

33,213 

10.34 

10.4 

4 

Mar. 

31, 

1949 

3,501 

1.18 

1.18 

33,999 

33,286 
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10.5 

2 

Apr. 

50, 

1949 

3,590 

1.21 

1.19 

34,356 

33,367 

10.45 

10.7 

B 

May 

31, 

1949 

3,678 

1,04 

1.20 

41,177 

33,757 

8.93 

10.90 

► 

June 

50, 

1949 

3,785 

1.07 

1.22 

41,483 

34,456 

9.12 

10.9 

? 

► 

July 

31, 

1949 

3,933 

1.11 

1.25 

41,919 

35,166 

9.38 

11.1 

3 

Aug. 

31, 

1949 

4,004 

1.13 

1.25 
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35,871 

9.73 

11.1 

3 

> 
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1.14 

1.25 

41.553 
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2 
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3,995 

1.12 

1.21 
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9.56 

10.7 

2 
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1949 
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1.11 

1.18 
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9.62 
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4 
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1.04 

1.09 

41,346 
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8.98 

9.6; 

3 
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31, 
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5,736 

1.05 

1.08 
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8.87 

9.5; 

L 

*  Feb. 

28, 
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3,684 

1.04 

1.05 

41,659 
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8.84 
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2 
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?1, 

1950 

3,715 

1.05 

1.05 
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.87 
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0 
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8.5 

8 
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6.94 
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9 

Aug. 

31, 
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.84 
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51,587 

44,715 

6.91 

7.9 

8 

Sept. 
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.81 

.88 

51,573 

45,565 

6.69 

7.5 

7 

Oct. 
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.82 

.88 

51,851 
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6.72 

7.5 

1 

a 
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.89 
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7.5 
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• 
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.98 
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S 
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1951 
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.93 

.93 
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7.67 
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♦ 
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.92 
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5 

k 
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1951 
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.93 
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4 

p 
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3,977 

.93 

.93 
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3 
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.95 

.93 
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7.64 
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D 

Aug. 
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4,037 

.95 

.95 
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D 

Sept. 

30, 
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4,066 

.95 

.95 

51,801 

51,768 

7.85 
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5 
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.96 

.94 

52,100 
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7.84 
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9 

▲ 
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4,070 
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9 

* 
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31, 
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3,858 

.75 

.86 

62,549 

53,169 

6.17 

7.^1 

3 
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Schedule  1. 


+  POTOMAC  ELECTRIC  POWER  COMPANY 

Earnings  and  Earnings  Ratios  under  PUC  Basic  Return 


Total 
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Gross 

Income 

Earnings  per 
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12- 

-Month 
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of 
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* 

Jan. 

31, 

1949 
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$5,790 

$3,410 
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f  1*15 

*1.15 

Feb. 

28, 

194S 

5,633 
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1.16 
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si. 

1949 

5,651 

5,871 

3,476 

2.95 

1.17 

1.17 
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30, 

1949 

5,669 

5,927 

3,518 

2.96 

1.19 

1.17 

May 

31, 

1949 

5,685 

5,969 

3,536 

2.94 

1.00 

1.16 

June 

30, 

1949 

5,701 

5,020 

3,558 

2.93 

1.00 

1.14 

July 

31, 

1949 

5,716 

6,070 

3,584 

2.92 

1.01 

1.13 

Aug. 

si. 

1949 

5,731 

6,123 

3,612 

2.91 

1.02 

1.13 

Sept. 

30, 

1949 

5,743 

6.181 

3,646 

2.90 

1.03 

1.12 

Oct. 

31, 

1949 

5,753 

6,233 

3,674 

2.89 

1.03 

1.11 

Nov. 

30, 

1949 

5,760 

6,284 

3,701 

2.89 

1.04 

1.10 

Dec. 

si. 

1949 

5,769 

6,275 

3,668 

2.85 

1.03 

1.08 

Jan. 

SI, 

1950 

5,900 

6,384 

3,752 

2.87 

1.06 

1.09 

Feb. 

28, 

1950 

6,032 

6,502 

3,841 

2.88 

1.08 

1.10 

Mar. 

31, 

1950 

6,167 

6,609 

3,925 

2.90 

1.10 

1.10 

Apr. 

30, 

1950 

6,306 

6,689 

3,987 

2.91 

1.12 

1.10 
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31, 

19  SC 

6,450 

6,797 

4,085 

2.95 

.96 

1.11 
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30, 

1950 

6,599 

6,904 

4,192 

2.99 

.98 

1.12 
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31, 
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6,750 

7,007 

4,289 

3.03 

1.01 

1.13 
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si. 
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6,905 

7,110 

4,387 

3.07 

1.03 

1.14 

Seut. 

30, 

1950 

7,064 

7,209 

4,481 

3.10 

1.05 

1.15 

Oct. 

si. 

1950 

7,228 

7,315 

4,581 

3.14 

1.07 

1.15 

Nov. 

30, 

1950 

7,394 

7,420 

4,681 

3.18 

1.10 

1.16 

Dec. 

si. 

1050 

7,559 

7,521 

4,777 

3.22 

1.12 

1.17 

Jan. 

SI, 

1951 

7,604 

7,567 

4,818 

3.23 

1.13 

1.16 

Feb. 

28, 

1951 

7,650 

7,605 

4,860 

3.25 

1.14 

1.16 

Mar. 

31, 

1951 

7,695 

7,647 

4,906 

3.27 

1.15 

1.15 

Apr. 

30, 

1951 

7,737 

7,698 

4,960 

3.30 

1.16 

1.16 

May 

31, 

1951 

7,776 

7,737 

5,003 

3.32 

1.17 

1.17 

June 

30, 

1951 

7,815 

7,771 

5,016 

3.31 

1.18 

1.18 

July 

si. 

1951 

7,854 

7,810 

5,034 

3.29 

1.18 

1.18 

Aug. 

SI, 

1951 

7,894 

7,850 

5,054 

3.28 

1.19 

1.19 

Sent. 

30, 

1951 

7,934 

7,890 

5,073 

3.27 

1.19 

1.19 

Oct. 

SI, 

1951 

7,979 

7,935 

5,097 

3.26 

1.20 

1.18 

Nov. 

30, 

1051 

8,029 

7,985 

5,129 

3.26 

1.00 

1.16 

Dec. 

si. 

1951 

8,081 

8,037 

5,164 

3.26 

1.01 

1.15- 

1/  Thousand  Dollars. 
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Schedule  2. 

■< 

POTOMAC  ELECTRIC  POWER  COMPANY 

1 

Return 

on  Equity  Capital  under  PUC  Basic  Return 

Amount 

Return 

> 

Equity 

Available 

on 

1 

12 -Month 

Capital 

for 

Equity 

* 

Period  Ending 

Weighted  1/ 

Common  l/ 

Capital 

* 

Jan. 

31,  1949 

053,255 

$3,410 

10.25 

Feb. 

23,  1949 

33,294 

3,449 

10.36  f 

I 

Mar. 

31,  1949 

33,346 

3,476 

10.42 

Anr. 

30,  1949 

33,405 

3,518 

10.53 

V 

May 

51,  1949 

33,768 

3,536 

10.47 

i 

June 

30,  1949 

34,434 

3,558 

10.33 

July 

31,  1949 

35,102 

3,584 

10.21 

•> 

Aug. 

31,  1949 

35,765 

3,612 

10.10 

Sept. 

30,  1949 

36,427 

3,646 

10.01 

Oct . 

31,  1949 

37,098 

3,674 

9.90 

Nov. 

30,  1949 

37,770 

3,701 

9.80 

Dec. 

51,  1949 

38,433 

3,668 

9.54 

Jan. 

31,  1^50 

39,105 

3,752 

9.59 

Feb. 

28,  1950 

39,794 

3,841 

9.55 

Mar. 

31,  1950 

40,484 

3,925 

9.70 

fc 

Apr. 

30,  1950 

41,179 

3,987 

9.68  • — 

May 

31,  1950 

41,990 

4,085 

9.73 

June 

30,  1950 

42,918 

4,192 

9.77 

July 

31,  1950 

43,863 

4,289 

9.78 

Aug. 

31,  1950 

44,824 

4,387 

9.79 

Sent. 

30,  1^50 

45,787 

4,481 

9.79 

, 

Oct. 

31,  1950 

46,743 

4,581 

9.80 

Nov. 

30,  1950 

47,694 

4,681 

9.81 

• 

Dec. 

31, '1950 

48,634 

4,777 

9.82 

Jan. 

31,  1951 

49,553 

4,818 

9.72 

Feb. 

28,  1951 

50,445 

4,860 

9.63 

• 

Mar. 

31,  1951 

51,327 

4,906 

9.56 

Anr. 

30,  1951 

52,209 

4,960 

9.50 

* 

May 

31,  1951 

52,669 

5,003 

9.50 

A 

June 

30,  1951 

52,703 

5,016 

9.52 

•  July 

31,  1951 

52,727 

5,034 

9.55 

Aug. 

31,  1951 

52,740 

5,054 

9.58 

Sept. 

30,  1951 

52,751 

5,073 

9.62 

Oct. 

31,  1951 

52,766 

5,097 

9.66 

4 

Nov. 

30,  1951 

53,231 

5,129 

9.64 

Dec. 

31,  1951 

54,162 

5,164 

9.53 

* 

1/  Thousand  Dollars. 

1 
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EXHIBIT  NO.  « 

'ssossest: — 


r 

POTOMAC  ELECTRIC  POWER  COMPANY 
Estimated  Net  Income  and  Return  Earned 
Year  1950  (8  Month  Actual  -  4  Month  Estimated) 

> 


A 

1. 

OPERATING  REVENUES: 

A 

2. 

Sales  of  Electric  Energy- 

3. 

Other  Electric  Revenues 

4. 

Total 

5. 

OPERATING  REVENUE  DEDUCTIONS: 

%■ 

6. 

Operating  Expenses 

1 

7. 

Depreciation 

i 

8. 

Taxes: 

w 

9. 

Income 

w 

10. 

Other  than  Income 

'll. 

Total 

12. 

NET  OPERATING  REVENUES 

13. 

Income  Adjustment-Sliding  Scale 

3.4. 

NET  OPERATING  INCOME 

> 

15. 

Other  Income  and  Deduction 3-Net 

16. 

GROSS  INCOME 

17. 

Interest  Charges 

13. 

NET  INCOME 

19. 

Preferred  Dividends 

> 

20. 

AVAILABLE  FOR  COMMON 

i 

21. 

Times  Interest  Earned 

22. 

Times  Interest  and  Preferred  Divi¬ 
dends  Eamec 

25. 

Earned  per  Share  of  Common: 

•p. 

24. 

Shares  outstanding  at  12-31-50 

(4,264,200) 

25, 

Average  shares  outstanding  for 

A 

the  year  (4,086,525) 

A 

26. 

Rate  of  Return  Earned  on  Weighted 
Rate  Base  of  $137,070,575 

Unadjusted 

Adjustments 

Adjusted 

$36,682,247 

498,498 

,K 

♦ 

$36,682,247 

498,498 

$37,180,  745 

v 37, 180, 745 

$21,283,828 

4,155,346 

«  (85,000) 

*21,198,828 

4,155,346 

2,028,087 

2,936,190 

431,104 

2,459,191 

2,936,190 

v?0,403,451 

$  346,104 

$30, 749 ,5SS 

0  6,777,294 
198,162 

$(346,104) 

$  6,431,190 
198,162 

$  6,975,456 
(25,849) 

$(346,104) 

$  6,629,352 
(25,849) 

$  6,949,607 
2,418,892 

$(346,104) 

(79,865) 

$  6,603,503 
2,339,027 

$  4,530,715 
405,000 

$(266,239) 

$  4,264,476 
405.000 

$  4,125,715 

$(266,239) 

$  3,859,476 

2.82 

2.41 

$.905 

$.944 

4.8455 

A 


*(7^,865) 


POTOMAC  ELECTRIC  POOER  COMPANY 
Estimated  Rate  Base 
•  Year  1950 
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Schedule  3 
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EXHIBIT  NO.  '46 


Schedule  1 


POTOMAC  ELECTRIC  POWER  COMPANY 
Estimated  Net  Income  and  Return  Earned 
Year  1951 


Company 

Adjust 

.ed 

Forecast 

Adjustments 

Foreca 

LjSt 

1. 

OPERATING  REVENUES: 

2. 

Sales  of  Electric  Energy 

$38,830,500 

$ 

$38,83C 

L  500 

3. 

Other  Electric  Revenues 

516,881 

516 

,881 

4. 

Total 

$39,347,381 

$ 

$39,347 

,381 

5. 

OPERATING  REVENUE  DEDUCTION'S: 

6. 

Operating  Expenses 

$22,788,970 

$(823,642) 

$21,966 

,328 

7. 

Depreciation 

4,526,047 

4,526 

,047 

8. 

Taxes: 

1 

9. 

Income 

2,129,794 

746,924 

2,876 

i,718 

10. 

Other  than  Income 

3,127,692 

3.127| 

’  ,692 

11. 

Total 

$32,572,503 

$  (76,718) 

$32, 49^ 

1,785 

12. 

NET  OPERATING  REVENUES 

$  6,774,878 

$  76,718 

$  6,8Si 

.,596 

13. 

Income  Adjustment-Sliding  Scale 

— 

— 

1 

— j 

14. 

NET  OPERATING  INCOME 

$  6,774,878 

$  76,718 

$  6,85^ 

.,596 

15.  Other  Income  &  Deductions-Net 

16.  GROSS  INCOME 

17.  Interest  Charges 

18.  NET  INCOME 

19.  Preferred  Dividends 

20.  AVAILABLE  FOR  COMMON 

21.  Times  Interest  Earned 

22.  Times  Interest  and  Preferred  Divi¬ 

dends  Earned 

23.  Earned  per  share  of  Common: 

24.  Shares  outstanding  at  12-31-51 

(5,117,040) 

25.  Average  shares  outstanding  for 

the  year  (4,477,410) 

26.  Rate  of  Return  Earned  on  Weighted 

Rate  Base  of  $146,042,747 


(45,950) 


$  6,730,928 
2,468,065 

$  4,262,863 
405,000 


(43,950) 


$  76,718 
$  76,718 


$  6,80^,646 
2,468,065 


$  4,339 
405 


$  3,857,863  $  76,718  $  3,95^,581 


,S81 

,000 


2.73 

2.3V 

$.769 
$.^79 

4.<&* 
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Schedule  2 


POTOMAC  ELECTRIC  POWER  COMPANY 
Detail  of  Adjustments 


Operating  Expenses 

To  adjust.  Company  forecast  of  certain  operating  expenses. 


Company  Revised 

Forecast  Forecast  Adjustment 

Operation: 


Transmission  &  Distribution 

Customer  Accounting  and  Collecting 
Sales  Promotion 

Administrative  and  General 

$2,556,639 

1,608,402 

596,150 

3,216,804 

$2,287,116 

1,564,869 

528,095 

3.059.843 

,>269,523 
43,533 
68  -  055 
156' 961 

$7,977,995 

$7,439,923 

$538,072 

Maintenance: 

Transmission  and  Distribution 
Administrative  and  General 

$1,404,551 

116,029 

$1,168,798 

66,012 

$235,553 

50.017 

$1,520,380 

$1,234,810 

$285,570 

$9,498,375 

$8,674,733 

$823,642 

Income  Taxes 

To  adjust  accruals  for  Federal  Income  Taxes  to  give 
effect  to  tax  rates  as  included  in  the  Revenue  Act 
of  1950: 

Accruals  at  new  tax  rates 
Accruals  at  old  tax  rates 
Adjustment 


$2,515,511 

1.955,949 

$361,562 


To  adjust  D.  C.  and  Federal  Income  Taxes  for  the  effect 
of  the  $823,642  adjustment  to  operating  expenses  above 


385,362 


Total  Adjustment  to  Income  Taxes 


$746,924 


POTOMAC  ELECTRIC  POWER  COMPANY 
Estimated  Rato  Rase 
Year  1951 
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POTOMAC  ELECTRIC  POWER  COMPANY 


1st  Mtg.  Bonds,  3^#  Series, 
due  December  1,  1974 

1st  Mtg.  Bonds,  3^#  Series, 
due  August  1,  1975 

1st  Mtg.  Bonds,  3i#  Series, 
due  August  1,  1977 

1st  Mtg.  Bonds  3#  Series, 
due  January  1,  1983 

1st  Mtg.  Bonds  2  7/8#  Series, 
due  May  1,  1984 

1st  Mtg.  Bonds  2  3/4#  Series, 
due  May  1,  1985 


COST  OF  INVESTED  LONG  TERM  DEBT  CAPITAL  AS  OF  SEPTEMBER  30.  1950 


§§s 


1000 


MATURITY 

VALUE 

UNREALIZED 

AMORTIZATION 

OF  PREMIUM 

TO  9/30/50 

INVESTED 

LONG  TffiM 
DEBT  CAPITAL 
AS  OF  9/30/50 

(A) 

(B) 

C=(A+B) 

*5,000,000 

*  161,906 

*  5,161,906 

10,000,000 

597,141 

10,597,141 

5,000,000 

434,545 

5,434,545 

15,000,000 

(  24,346) 

14,975,654 

10,000,000 

18,599 

10,018,599 

30,000,000 

144,336 

30,144,338 

*75,000,000 

*1,332,183 

*76,332,183 

ANNUAL  COST  ON  STRAIGHT  LINE  BASIS 


COUPON 

INTEREST 

LESS  AMORTIZA¬ 
TION  OF  PREMIUM 

TOTAL 

EFPEUTI7E 
INTEREST  RAJ 

(D) 

(2) 

(F=0-S) 

(G=FK) 

*  162,500 

*  6,699.56 

*  155,800.44 

3.018# 

325,000 

24,045.95 

300,954.05 

2.840 

162,500 

16,194.23 

146,305.77 

2.692 

450,000 

(  754.92) 

450,754.92 

3.010 

287,500 

553.81 

286,946.19 

2.864 

825,000 

4,173.62 

820 ,826. SB 

2.723 

*2,212,500 

*50,912.25 

*2,161,587.75 

2.832# 

POTOMAC  EI2CHKIC  POWER  COMPANY 


MOODY’S  PUBLIC  UTILITY  BOND  YIEIDS 


1940  -  1950 


1940 

1941 

1942 

1943 

1944 

1945 

AAA 

Jan. 

2.81 

2.77 

2.74 

2.70 

2.67 

2.65 

Feb. 

2.80 

2.76 

2.77 

2.67 

2.66 

2.64 

Mar. 

2.76 

2.74 

2.79 

2.67 

2.65 

2.62 

Apr. 

2.75 

2.75 

2.75 

2.66 

2.64 

2.61 

May 

2.82 

2.72 

2.75 

2.66 

2.64 

2.63 

June 

2.85 

2.69 

2.74 

2.63 

2.63 

2.60 

July 

2.78 

2.65 

2.72 

2.61 

2.62 

2.61 

Aug. 

2.79 

2.64 

2.72 

2.62 

2.63 

2.63 

Sept. 

2.74 

2.65 

2.71 

2.64 

2.65 

2.61 

Oct. 

2.74 

2.63 

2.71 

2.63 

2.66 

2.60 

Not. 

2.72 

2.62 

2.69 

2.64 

2.68 

2.60 

Dec. 

2.72 

2.71 

2.71 

2.68 

2.66 

2.60 

AA 

Jan. 

2.94 

2.88 

2.87 

2.79 

2.74 

2.72 

Feb. 

2.94 

2.88 

2.91 

2.76 

2.74 

2.69 

Mar. 

2.92 

2.87 

2.92 

2.75 

2.72 

2.67 

Apr. 

2.88 

2.90 

2.89 

2.75 

2.71 

2.69 

May 

2.99 

2.87 

2.89 

2.74 

2.70 

2.69 

June 

2.99 

2.84 

2.89 

2.71 

2.70 

2.65 

July 

2.92 

2.80 

2.86 

2.68 

2.70 

2.63 

Aug. 

2.92 

2.81 

2.86 

'  2.69 

2.69 

2.65 

Sept. 

2.88 

2.81 

2.85 

2.70 

2.69 

2.66 

Oct. 

2.89 

2.76 

2.83 

2.70 

2.72 

2.67 

Not. 

2.86 

2.74 

2.81 

2.73 

2.75 

2.64 

Dec. 

2.85 

2.85 

2.83 

2.77 

2.72 

2.65 

Jan. 

3.34 

3.15 

3.09 

3.05 

2.99 

A 

2.99 

Feb, 

3.35 

3.20 

3.09 

3.02 

2.99 

2.98 

Mar. 

3.34 

3.16 

3.12 

3.01 

2.97 

2.97 

Apr. 

3.25 

3.14 

3.09 

3.00 

2.99 

2.95 

May 

3.30 

3.08 

3.10 

3.00 

2.99 

2.92 

June 

3.34 

3.03 

3.12 

2.98 

2.99 

2.87 

July 

3.23 

3.00 

3.10 

2.96 

2.96 

2.83 

Aug. 

3.21 

2.98 

3.10 

2.96 

2.94 

2.80 

Sept. 

3.18 

3.00 

3.08 

2.96 

2.93 

2.79 

Oct. 

3.15 

3.00 

3.08 

2.97 

2.94 

2.79 

Not. 

3.11 

2.98 

3.07 

2.98 

2.96 

2.77 

Dec. 

3.10 

3.06 

3.06 

2.99 

2.97 

2.75 

W„,„„ 

-  7?Uj. 


1946 

1947 

1948 

1949 

1950 

2.51 

2.54 

2.82 

2.73 

2.56 

2.44 

2.54 

2.82 

2.72 

2.56 

2.44 

2.55 

2.81 

2.71 

2.57 

2.45 

2.52 

2.75 

2.72 

2.59 

2.49 

2.52 

2.74 

2.72 

2.61 

2.48 

2.52 

2.75 

2.71 

2.62 

2.48 

2.53 

2.82 

2.67 

2.64 

2.50 

2.53 

2.87 

2.62 

2.61 

2.55 

2.58 

2.85 

2.61 

2.65 

2.58 

2.67 

2.85 

2.61 

2.58 

2.74 

2.85 

2.58 

2.60 

2.82 

2.81 

2.58 

2.57 

2.60 

2.94 

2.82 

2.64 

2.51 

2.60 

2.92 

2.83 

2.64 

2.49 

2.61 

2.90 

2.82 

2.64 

2.51 

2.59 

2.87 

2.83 

2.65 

2.56 

2.60 

2.86 

2.82 

2.69 

2.56 

2.60 

2.85 

2.80 

2.69 

2.55 

2.60 

2.91 

2.75 

2.71 

2.57 

2.60 

2.96 

2.71 

2.67 

2.62 

2.66 

2.95 

2.69 

2.70 

2.65 

2.79 

2.95 

2.69 

2.66 

2.85 

2.96 

2.66 

2.66 

2.95 

2.91 

2.65 

2.69 

2.72 

3.05 

2.99 

2.76 

2.67 

2.72 

3.05 

2.99 

2.76 

2.66 

2.72 

3.02 

2.97 

2.76 

2.65 

2.70 

2.97 

2.96 

2.77 

2.69 

2.70 

2.94 

2.95 

2.79 

2.70 

2.71 

2.94 

2.94 

2.79 

2.69 

2.73 

2.99 

2.90 

2.79 

2.71 

2.73 

3.03 

2.86 

2.76 

2.75 

2.80 

3.05 

2.85 

2.80 

2.76 

2.88 

3.03 

2.83 

2.76 

2.93 

3.07 

2.81 

2.76 

3.05 

3.06 

2.78 

Hi 


1002 

Exhibit  3Z 


POTOMAC  ELECTRIC  POWER  COMPANY 

MOODY*  S  AVERAGE  YIELDS  ON  PUBLIC  UTILITY  PREFERRED  STOCKS 

1946  -  1950 


1 


i 

1946 

1947 

1948 

1949 

1950 

HIGH  GRADE 

Ian. 

3.5655 

3.58?5 

4.0355 

3.9755 

3.8155 

Feb. 

3.50 

3.55 

4. 05 

3.92 

3.76 

Mar. 

3.46 

3.58 

3.99 

3.90 

3.73 

Apr. 

3.46 

3.56 

3.95 

3.94 

3.73 

May 

3.48 

3.58 

3.91 

3.93 

3.72 

June 

3.44 

3.59 

3.91 

3.91 

3.72 

July 

3.42 

3.58 

3.96 

3.87 

3.74 

Aug. 

3.40 

3.56 

4.06 

3.82 

3.73 

Sept. 

3.44 

3.59 

4.12 

3.82 

3.74 

Oct. 

3.48 

3.65 

4.17 

3.85 

Nov. 

3.52 

3.77 

4.17 

3.84 

Dec. 

3.60 

3.95 

4.08 

3.83 

MEDIUM  GRADE 


Ian. 

3.8255 

3.84 

4.5255 

4.5255 

4.1655 

i  Feb. 

3.78 

3.80 

4.51 

4.43 

4.15 

«i  Mar. 

3.77 

3.81 

4.50 

4.42 

4.14 

1  Apr. 

3.77 

3.81 

4.50 

4.45 

4.15 

•May 

3.79 

3.84 

4.51 

4.48 

4.14 

lane 

3.70 

3.86 

4.45 

4.49 

4.15 

luly 

3.70 

3.86 

4.48 

4.43 

4.  IB 

Aug. 

3.70 

3.89 

4.51 

4.32 

4.18 

Sept. 

3.77 

3.95 

4.51 

4.30 

4.19 

Oct. 

3.78 

4.10 

4.55 

4.32 

*  Nov. 

3.79 

4.27 

4.62 

4.26 

Dec. 

• 

3.83 

4.49 

4.64 

4.21 

A 

4  Source:  Moody*  s  Stock  Survey 
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AVERAGE 

earningb/share 

MONTHLY 

DIVIDEND 

AT  BASIC  FOC 

PRICE 

YIELD 

RATE  1/ 

(A) 

(B)=.90+(A) 

(c) 

Not.  1947 

$14.31 

6.25* 

$1.14 

Dec. 

13.38 

6.73 

1.14 

Jan.  1948 

13.00 

6.92 

1.11 

Feb. 

13.00 

6.92 

1.11 

Mar. 

13.44 

6.70 

1.11 

Apr. 

13.25 

6.79 

1.12 

May 

13.31 

6.76 

1.12 

June 

13.44 

6.70 

1.12 

July 

13.81 

6.52 

1.14 

Aug. 

13.69 

6.57 

1.15 

Sept. 

13.38 

6.73 

1.14 

Oct. 

13.44 

6.70 

1.14 

Not. 

13.44 

6.70 

1.15 

Dec. 

13.56 

6.64 

1.15 

ATerage  1948 

6.72 

Jan.  1949 

13.88 

6.48 

1.15 

Feb. 

13.94 

6.46 

1.16 

liar. 

13.88 

6.48 

1.17 

Apr. 

13.25 

6.79 

1.19 

May 

13.31 

6.76 

1.00 

June 

13.12 

6.36 

1.00 

July 

13.75 

6.55 

1.01 

Aug. 

14.44 

6.23 

1.02 

Sept. 

14.81 

6.08 

1.03 

Oct. 

15.06 

5.98 

1.03 

Not. 

15.25 

5.90 

1.04 

Dec. 

15.06 

5.98 

1.03 

Average  1949 

6.38 

Jan.  1950 

15.38 

5.85 

1.06 

Feb. 

16.06 

5.60 

1.08 

Mar. 

16.12 

5.58 

1.10 

Apr. 

15.75 

5.71 

1.12 

May 

15.38 

5.85 

.96 

June 

15.00 

6.00 

.98 

July 

13.94 

6.46 

1.01 

Aug. 

13.56 

6.64 

1.03 

Sept . 

13.44 

6.70 

1.05 

Oct. 

13.75  3/ 

6.54 

1.07 

ATerage  1950 

6.09 

1/  Sx.  #11  -  Pg.  2  -  Col.  6 
2/  Ex.  #5  -  Pg.  3  -  Col.  8 
3/  Through  October  19 


EARNINGS /PRICE 

1  RATIO  AT 

BASIC  RATE 

EARNINGS /SHARE 
ACTUAL  2/ 

earnings /Price 
RATIO  AT 
ACTUAL  EARNINGS 

'  (D)=(C)  +  (A) 

(s) 

(7}=(E)*(A) 

7.97 

$  .99 

6.92* 

8.52 

.99 

7.40 

8.54 

1.02 

7.85 

8.54 

1.03 

7.92 

8.26 

1.04 

7.74 

8.45 

1.04 

7  85 

8.41 

1.05 

7.89 

8.33 

1.04 

7.74 

8.25 

1.07 

7.75 

8.40 

1.12 

8.18 

8.52 

1.15 

8.59 

8.48 

1.18 

8.78 

8.56 

1.20 

8.93 

8.48 

1.25 

8.48 

8.44 

8.14 

8.29 

1.13 

8.14 

8.32 

1.17 

8.39 

8.43 

1.18 

8.50 

8.98 

1.21 

9.13 

7.51 

1.04 

7.81 

7.62 

1.07 

8.16 

7.35 

1.11 

8.07 

7.06 

1.23 

7.83 

6.95 

1.14 

7.70 

6.84 

1.22 

7.44 

6.82 

1.11 

7.28 

6.84 

1.04 

6.91 

7.58 

7.95 

6.89 

1.05 

6.83 

6.72 

1.04 

6.48 

6.82 

1.05 

6.51 

7.11 

1.05 

6.67 

6.24 

.87 

5.66 

6.53 

.86 

5.73 

7.25 

.85 

6.10 

7.60 

.84 

6.19 

7  81 

.81 

6.03 

7.78 

.82 

5.96 

7.08 

6.22 

POTOMAC  ELECTRIC  POiffiR  COMPANY 

EARNINGS  PER  SHARE  AT  BASIC  RATE  OP  EBTURN 
1947-1951 


YEAR 

ENDING 

AVAILABLE  FOR 

COMMON 
($1000)  a/ 

AVERAGE 

NUMBER  OF 

SHARES 

EAlttUNGS 

PER 

SHARE 

(A) 

(B) 

(C)=(A)+(B) 

Dec.  31,  1947 

$3,338 

2,961,250 

$1.13 

Dec.  31,  1948 

$3,397 

2,961,250 

$1.15 

Dec.  31,  1949 

$3,668 

3,405,438 

$1.08 

Dec.  31,  1950 

$4,777 

4,086,525  2/ 

$1.17 

Dec.  31,  1951 

$5,164 

4,477,410  2/ 

$1.15 

June  30,  1951 

$5,016 

4,264,200 

$1.18 

a/  EX.  #11  -  Pg.  2  -  Col.  4 

1/  2,961,250xl-*-592,250x.75 
2/  3,553,500xl+710,700x.75 
3/  4, 264 ,200x1+852, 840x.  25 
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DIVIDEND 
PAYOUT  AT  90^ 
PER  SHARE 

. 90+(C) 

80$ 

78# 

33£ 

77% 

78% 

77* 


r 

POTOMAC  ELECTRIC  POWER  COWAM 

* 


VARIATION  OP  GROSS  INCOME 


» 

» 

SEVEN 

ELECTRIC 

TSAR 

PEPCO 

EIEC.  COS. 

INDUSTRY 

C  P  TEL.  CO 

>■ 

(Thousands) 

(Thousands) 

(Millions) 

(Thousands) 

* 

(A) 

(B) 

(C) 

(D) 

1922 

$  1,977 

$  81,759 

% 

♦  1,260 

► 

23 

2,104 

90,772 

1,369 

24 

2,599 

93,646 

1,424 

> 

25 

3,156 

113,605 

1,514 

' 

26 

3,420 

127,263 

677 

1,692 

27 

3,782 

145,936 

770 

1,436 

* 

28 

4,440 

170,920 

849 

1,757 

*• 

29 

4,891 

192,387 

929 

1,668 

1930 

5,252  a/ 

206,126 

979 

1,762 

31 

5,139 

210,878  a/ 

979  a / 

2,292  y 

r 

32 

5,002 

188,879 

879 

1,956  y 

33 

4,873  , 

173,484 

778 

2,086 

34 

4,634  */ 

161,161  y 

762  y 

2,113 

♦ 

35 

4,715 

168,165 

790 

2,180 

36 

5,107 

171,684 

819 

2,209 

37 

5,419 

180,402 

839 

2,139 

38 

4,820 

176,849 

•  >20 

2,127 

39 

4,880 

186,195 

373 

2,332 

* 

1940 

4,656 

185,930 

889 

2,535 

41 

5,007 

178,152 

849 

2,533 

* 

42 

4,976 

161,911 

816 

2,877 

43 

5,321 

161,497 

834 

3,187 

44 

4,888 

160,250 

849 

3,013 

45 

5,305 

160,127 

905 

2,988 

46 

4,533  1/ 

171,248 

909 

3,464 

A 

47 

4,474  y 

166,905 

901 

2,387 

M 

48 

5,749  |/ 

172,468 

914 

3,983 

W 

49 

-  2/ 

193,419 

1050 

3,363 

* 

Ratio  of  "Low" 

to  "High"  88# 

76| 

78# 

1/  Restated  figure  as  per  1947  Report  to  Stockholders  to  reflect  retroactive  adjustment 
2/  For  Pepco  only  excluding  Rraddock.  If  Brr.ddock  is  included  the  following 
apply*  i.o. ,  on  a  consolidated  basis:-  1947  -  4459 

1948  -  5673 

1949  -  6303 


a/  pre-depression  "High" 
b/  Depression  "Low" 
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FIXED  CHARGE  COVERAGE  AT  BASIC  RATE  OF  RETURN 

1947  -  1951 


YEAR 

ENDING 

GROSS 

INCOME 

(1000) 

AVAILABLE 

FOR  COMMON  2/ 

(1000) 

INTEREST  AND 

PFD.  DIVIDENDS 
(1000) 

GROSS  INCOME 

TIMES 

FIXED  CHARGES 

GROSS  INCOME 
TIMES 

INTEREST  y 

(A) 

(B) 

(C)=(A) -(B) 

(d)=(a)+(c) 

(E) 

Dec.  31,  1947 

$  4,892 

$  3,338 

$  1,801  y 

2.72  i/ 

3.39 

Dec.  31,  1948 

5,749 

3,397 

2,352 

2.44 

2.95 

Dec.  31,  1949 

6,275 

3,668 

2,607 

2.41 

2.35 

Dec.  31,  1950 

7,521 

4,777 

2,744 

2.74 

3.22 

Dec.  31,  1951 

8,037 

5,164 

2,873 

2.80 

3.26 

June  30,  1951 

7,771 

5,016 

2,755 

2.82 

3.31 

1/  Ex.  #11  -  Pg.  2  -  Col.  3 

2/  Ex.  #11  -  Pg.  2  -  Col.  4 

3/  •  Ex.  #11  -  Pg.  2  -  Col.  5 

4 f  To  be  consistent  with  "Gross  Income  Times  Interest" ,  interest  prior  to  deduction 
for  "Interest  Charged  to  Electric  Plant"  was  used,-  .rather  than  "Net  Interest". 
Had  latter  figure  been  used  fixed  charges  would  have  'been  $1,554,000  and 
corresponding  coverage  3.15. 
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United  States  Court  of  Appeals 


For  the  District  of  Columbia  Circuit. 


No.  11,501 


CAPITAL  TRANSIT  COMPANY,  Appellant, 


PUBLIC  UTILITIES  COMMISSION  OF  THE  DIS¬ 
TRICT  OF  COLUMBIA,  POTOMAC  ELECTRIC 
POWER  COMPANY,  Appellees. 


Appeal  from  the  United  States  District  Court 
for  the  District  of  Columbia. 
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Exhibit  No.  61. 

PUBLIC  UTILITIES  COMMISSION  OF  THE  DISTRICT  OF  COLUMBIA 

WASHINGTON 


August  3,  1942 

Potomac  Electric  Power  Company 
10th  and  E  Streets,  N.  W. 

Washington,  D.  C. 

Capital  Transit  Company 
36th  and  M  Streets,  N.  W. 

Washington,  D.  C. 

Gentlemen : 

The  Commission  in  executive  session  July  24,  1942,  con¬ 
sidered  and  approved  a  rate  of  $.009  per  kilowatt  hour  for 
electric  energy  furnished  the  Capital  Transit  Company  by 
the  Potomac  Electric  Power  Company  in  excess  of  7,- 
500,000  kilowatt  hours  a  month,  as  set  forth  in  your  joint 
letter  of  May  29,  1942. 

By  direction  of  the  Commission : 

(Signed)  E.  J.  Milligan, 

E.  J.  Milligan 
Executive  Secretary. 

E  JM  :GC 

Exhibit  No.  62. 

PUBLIC  UTILITIES  COMMISSION  OF  THE  DISTRICT  OF  COLUMBIA 

WASHINGTON 

September  21,  1933 

The  Capital  Traction  Company 
36th  and  M  Streets,  Northwest 
Washington,  D.  C. 

Gentlemen : 

Pursuant  to  notice  dated  September  11,  1933,  a  public 
hearing  was  held  on  Monday,  September  18,  1933,  for  the 
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purpose  of  considering  the  proposed  “Definitive  Unifica¬ 
tion  Agreement  between  Washington  Railway  and  Electric 
Company  and  The  Capital  Traction  Company”,  copy  of 
which  was  filed  in  evidence  at  the  hearing  and  made  part  of 
the  official  record.  A  copy  of  each  of  the  following  docu¬ 
ments  was  also  made  part  of  the  record:  proposed  “Cer¬ 
tificate  of  incorporation  of  the  Capital  Transit  Company” 
and  proposed  contract  between  the  Potomac  Electric  Power 
Company  and  The  Capital  Transit  Company  covering  the 
leasing  of  certain  power  property  of  the  Transit  Company 
and  the  sale  of  power  to  the  said  Company. 

Documents  bearing  the  titles  mentioned  above  were  pre¬ 
sented  to  the  Public  Utilities  Commission  several  days 
prior  to  the  hearing.  Certain  changes  in  text  were  sug¬ 
gested  by  the  Commission  and  were  adopted  by  the  parties, 
the  documents  presented  at  the  hearing  having  incorporated 
therein  the  changes  referred  to. 

The  Commission  has  given  most  careful  consideration  to 
the  proposed  Unification  Agreement,  Certificate  of  Incor¬ 
poration,  and  Power  Contract,  and  the  transcript  of  the 
public  hearing  has  been  studied.  The  Commission  has 
reached  the  following  conclusions: 

a.  That  the  said  documents  are  in  form  and  substance 
in  accordance  with  the  Act  of  Congress  known  as  Public 
Resolution  No.  47,  72nd  Congress,  “Joint  Resolution  To 
authorize  a  merger  of  the  street  railway  corporations  oper¬ 
ating  in  the  District  of  Columbia,  and  for  other  purposes”, 
approved  January  14,  1933,  as  amended. 

b.  That  a  merger  of  the  twrn  street  railway  systems  in 
accordance  with  the  proposed  Unification  Agreement  will 
be  in  the  interest  of  the  public  and  the  owners  of  the  rail¬ 
way  properties. 

c.  That  the  terms  of  the  proposed  Power  Contract  are 
equitable  to  the  parties  concerned. 

In  view  of  the  above,  the  Public  Utilities  Commission 
hereby  informs  you  that  upon  approval  of  the  proposed 
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“Definitive  Unification  Agreement”  by  the  stockholders 
of  The  Capital  Traction  Company  and  the  Washington 
Railway  and  Electric  Company,  as  required  by  Law,  the 
Commission  will  give  formal  approval  to  the  said  agree¬ 
ment.  Similar  action  will  be  taken  at  the  proper  time  with 
respect  to  the  proposed  Certificate  of  Incorporation,  and 
the  proposed  Power  Contract. 

It  will  be  understood  that  when  the  said  “Definitive 
Unification  Agreement”  receives  the  Commission’s  formal 
approval,  this  will  approve  the  proposed  capital  structure 
of  the  Capital  Transit  Company,  the  original  issue  of  stock 
for  “the  purpose  of  unification  and  in  payment  for  the 
properties  of  the  Capital  Company  and  the  Washington 
Company”,  and  the  assumption  of  the  obligations  for 
funded  debt  by  the  Capital  Transit  Company,  all  as  set 
forth  in  said  document. 

For  the  information  of  your  stockholders,  the  proposed 
Indemnity  Agreement  between  the  Washington  Railway 
and  Electric  Company  and  the  Capital  Transit  Company, 
filed  as  part  of  the  record  of  the  public  hearing,  has  been 
given  careful  study  by  the  Commission.  The  Commission 
is  of  the  opinion  that  the  terms  of  the  agreement  are  clear, 
and  no  changes  therein  are  suggested. 


JLM  :W 


By  direction  of  the  Commission : 

(Signed)  James  L.  Martin-, 
Executive  Secretary. 


•  *  * 


•  „  •*  •  *  *  *  * 
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CAPITAL  TRANSIT  COMPANY 


Exh.  No 


M 


Page  2  of  2 


POUNDS  CF  ITJSL  BURNED  BY  POTOMAC  ELECTRIC  POWER  COMPANY 
PER  nLCWATT  HOUR  OP  ELECTRIC  ENERGY'  GENERATED 
1933  -  1950 


Year 

EWE 

Generated 

1933 

357,853,156 

1934 

534,563,809 

1935 

572,361,709 

1936 

737,518,009 

1937 

681,860,909 

1938 

862,091,309 

1939 

1,103,819,809 

1940 

1,111,335,537 

1941 

1,528,115,300 

1942 

1,528,634,000 

1943 

1,748,376,000 

1944 

1,904,907,000 

1945 

1,675,075,000 

1946 

1,936,860,000 

1947 

2,188,963,000 

1948 

2,369,388,000 

1949 

2,201,752,000 

6  months 
6/30/50 

1,129,417,000 

Total  Lbs.  of 
Fuel  Burned 

Lbs.  of  Fuel 
per  KWH 
Generated 

433,834,600 

1.2123 

589,734,800 

1.1032 

608,743,060 

1.0636 

784,144,040 

1.0632 

748,823,700 

1.0982 

896,606,280 

1.0400 

1,144,397,840 

1.0368 

1,156,064,260 

1.0402 

1,491,953,700 

.9763 

1,475,208,040 

.9650 

1,661,543,060 

.9618 

1,841,488,140 

.9667 

1,627,852,180 

.9718 

1,899,702,660 

.9808 

2,167,868,620 

.9904 

2,338,545,360 

.9870 

2,077,516,260 

.9436 

1,019,693,000 

.9028 

NOTE 


Number  of  KWH  of  electric  energy  generated  and 
quantity  of  fuel  burned  in  net  ton*  of  2*000 
lbs.  supplied  by  PEPCo  (net  tons  conrerted  to 
pounds  by  CTCo) 
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Trends  of 

Potomac  Electric  Power  Company  and  Capital  Transit  Company  Energies 

By  Years  19 34  -  1949 
Kilowatt  Hours 


LeJA. 


Phgo  2  of  2 

Trends  of 


Year 

Potomac  Electric  Power  Co.  and  Capital  Transit  Co. 

By  Years,  1934-1949 

Ki 1 owatt -Hour  s 

Total  PEPCo  Energy  0. C.  Phorgy 

Dolivered  to  Delivered  to 

Ultimate  ConsumersA  CTCo3 

Energies 

CTCo 

as  Per  Cent  of 
Total  PEPCo 

1934 

546,971,007 

84,555,558° 

15.6 

1935 

607,214,021 

86,314,482° 

14.2 

1936 

665,816,330 

83,013,093 

12.5 

1937 

718,980,926 

78,521,265 

10.9 

1938 

793,689,891 

78,396,977 

9.9 

1939 

870,099,378 

81,520,046 

9.4 

1940 

958,139,862 

89,746,862 

9.4 

1941 

.1,129,229,764 

103,479,460 

9.2 

1942 

1,346,559,101 

124,823,259 

-.3 

1943 

1,554,377,563 

138,829,065 

8.9 

1944 

1,620,820,341 

136,946,554 

8.4 

1945 

1.642,265,825 

128,919.939 

7.9 

1946 

1,615,589,524 

141,372,762 

8.8 

1947 

1,725,796,169 

139,721.205 

8.1 

1948 

1,846,870,797 

123.868,555 

6.7 

1949 

1,959,989,769 

105,457,938 

5.4 

Notes : 

A  -  From  PEPCo  annual  reports  to  F.P.C.  on 

Form  No.  12,  Schedule  10 

B  -  From  monthly  bills  rendered  to  CTCo 
C  -  Including  Kensington  Ry. 


9/20/60 
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Trends  of 

Potomac  Electric  Power  Co.  and  Capital  Transit  Company 
Maximum  Demands  (60-Minute  Integrated) 

By  Years,  1934-1949 
Kilowatts 


Year 

P.E.P.Co. 

Total  Demand^ 

C.T.Co* 
Demand 
for  D.cJ 

1931 

164,000° 

24,700 

1935 

169,000° 

20,300 

1936 

174,000 

20,000 

1937 

184.000 

21,700 

1938 

191,600 

22,000 

1939 

210,600 

22,700 

1940 

236,000 

24,500 

1941 

268,000 

29,100 

1942 

301,000 

31,700 

1943 

339,000 

35,500 

1944 

343.000 

37,900 

1945 

365,000 

37,600 

1946 

375,000 

35,800 

1947 

399,000 

35,500 

1946 

431,000 

31,600 

1949 

447,000 

29,145D 

Notes i 

A  -  From  P.E.P.Co.  annual  reports  to  F.P.C. 

Form  No.  12,  Schedule  14 

B  -  Estimated,  based  cn  731  per  monthly  Kflfl  for  month 
of  maximum  car  operation  for  each  year.  P.E.P.Co. 
furnished  monthly  data  for  the  peri,  od  July  1949 
through  June  1960  from  which  KJT  per  monthly  KWH 
were  calculated  for  each  calendar  month. 

C  -  Instantaneous  demand 

D  -  Figure  furnished  by  P.E.P.Co.  (March  2,  1949) 

Above  demands  are  not  coincidental 

9/20/60 
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_  V  5xh  N°  7J. 

Page  1  of  2 

Hourly  Demands  (60  Minute  Integrated) 

Potomec  Plectric  Power  Company  and  Capital  Transit  Company 
Day  of  Prl^Jo  '".ximum  for  Year  1949  -  Juno  28 
Kilowatts 


12  I  2  3  4  S  6  7  6  9  10  II  12  I  2  3  4  2  6  7  0  9  10  II  12 


A.  M.  NOON  P.  M. 


LoJA 
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Hourly  Demands  (60-Minute  Integrated) 
Rotcoac  Electric  Power  Co.  and  Capital  Transit  Co. 
Day  of  P.E.P.Co,  Maximum  for  Year  1949  -  June  28 
Kilowatts 


P. E. P. Co. 

C.T.Co. 

Hour 

Total 

D.C. 

Ebdlng 

Demand* 

Demand® 

1  AM 

196,000 

8,100 

2 

169,000 

S.I00 

5 

154,000 

1,300 

4 

154,000 

50 

5 

157,000 

1,500 

6 

171,000 

7,900 

7 

224,000 

19,100 

8 

286,000 

24,400 

9 

377,000 

24,800  ^ 

10 

425,000 

21,100 

11 

440,000 

14,700 

12 

447,000 

13,820c 

1  B4 

430,000 

14,000 

2 

433,000 

14,400 

3 

432,000 

16,100 

4 

433,000 

19,000 

S 

410,000 

25,500 

6 

377,000 

26,900 

7 

333,000 

23,800 

8 

308,000 

15,600 

9 

303,000 

12,800 

10 

296,000 

11,400 

11 

267,000 

9,900 

12 

207,000 

9,000 

Notes j  A  -  Prom  P.E.P.Co.  annual  reports  to  F.P.C.  an 
Perm  Ho.  12,  Schedule  15,  Part  A 

B  -  Estimated,  based  on  number  of  oars  scheduled 
during  each  hour 

C  -  Figure  furnished  by  P.E.P.Co. 


CAPITAL  TRANSIT  COMPANY 


bit  No 


ESTIMATED  COST  NEW  OF  CAPITAL  TRANSIT  COMPANY  PROPERTY 
USED  BY  POTOMAC  ELECTRIC  PO/ER  COMPANY  FOR  SUPPLYING  ELECTRICAL  ENERGY 
TO  CAPITAL  TRANSIT  COMPANY  OR  FOR  OTHER  PURPOSES  AS  OF  DECEMBER  31,  1949 


DISTRICT  OF  COLUMBIA 
Transmission  Cable  . 


250,000  CM  3/c 

>  PL  6600  volt  cable 

34*398  Feet 

Substation  Buildings 

Substation 

11 

13th  &  D  Sts*,  N,E. 

Used 

by 

PEPCO 

for 

Railway 

Used 

by 

PEPCO 

for 

Others 

Substation 

10 

- 

Southern  Carhouse 

Used 

by 

PEPCO 

for 

Railway 

Substation 

26 

- 

Northern  Carhouse 

Used 

by 

PEPCO 

for 

Rai lway 

Substation 

28 

- 

14th  &  V  Sts.,  N.W* 

Used 

by 

PEPCO 

for 

Railway 

Used 

by 

PEPCO 

for 

Others 

Substation 

29 

- 

Dola.Ave.  &  C  Sts 4  SW 

Used 

by 

PEPCO 

for 

Rai  lway 

Used 

by 

PEPCO 

for 

Others 

Substation 

56 

- 

Navy  Yard  Carhouse 

Used 

by 

PEPCO 

for 

Railway 

Total 

Substation  Buildings 

Substation  Land 

Substation 

3 

- 

Eckington  Carhouse 

Used 

by 

PEPCO 

for 

Rai lway 

Substation 

11 

mm 

13th  A  D  Sts.,  N.E. 

Used 

by 

PEPCO 

for 

Railway 

Used 

by 

PEPCO 

for 

Others 

Substation 

18 

- 

Southorn  Carhouse 

Used 

by 

PEPCO 

for 

Railway 

Substation 

23 

- 

Western  Carhouse 

Used 

by 

PEPCO 

for 

Others 

Substation 

26 

- 

Northern  Carhouse 

Used 

by 

PEPCO 

for 

Railway 

Substation 

28 

- 

14th  It  V  Sts.,  N.Y/a 

Used 

by 

PEPCO 

for 

Railway 

Used 

by 

PEPCO 

for 

Others 

Substation 

29 

- 

Dola.Ave.  &  C  Sts.  SW 

Used 

by 

PEPCO 

for 

Rai lway 

Used 

by 

PEPCO 

for 

Others 

Subs tut ion 

56 

- 

Navy  Yard  Carhouse 

Used 

by 

PEPCO 

for 

Railway 

Total  Substation  Land 
Substation  Equipment 

All  Substation  Equipment  Exoopt  DtC,  Feeder  Equipment 

Underground  Conduit 
221,957  Duct  Feet 

Total  CTCO  Property  in  D.  of  C.  Used  by  PEPCO* 
MARYLAND 


Substation  Land 

Substation  15  -  Glen  Echo 

Substation  37  -  Sunnyside 
Total  Substation  Land 

Substation  Equipment 
All  Substation  Equipment  Except  D.C.  Feeder  Equipment 

Total  CTCO  Property  in  Maryland  Used  by  PEPCO 

Total  CTCO  Property  in  D.  of  C.  and  Maryland  Used  by  PEPCO 


Used  by  PEPCO  for  Railway 
Used  by  PEPCO  for  Others 
Used  by  PEPCO  for  Others 


Cost  New 


0 

99,220 

35,972 

1,862 

6,431 

11,197 

49,683 

7,914 

42,070 

5 — 

6,460 

6,354 

167,945 

$ 

702 

5,800 

300 

1,200 

1,839 

4,200 

10,062 

1,602 

8,790 

2,250 

3,750 

» 

40,466 

$  i. 

199,758 

1 

225,011; 

* 

732,427 

0 

34 

45 

13 

0 

9t 

$ 

3,054 

a 

V 

3,146 

*  h 

735,573 

Valuation  Department  10/20/50 
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CAPITAL  TRANSIT  COMPANY 


Exhibit  No* 


INVENTORY  OF  PROPERTY  OWNED  BY  fr*PITAL  TRiJJSIT  COMP^JJY  AND  USED  BY 
PQTOMuC  ELECTRIC  POWER  COMPANY  AS  OF  DECEMBER  31,  1949 


DISTRICT  OF  COLUMBIA 


LAND 

Great  Falls 
Parcel 
Parcel 
Parcel 
Parcel 
Parcel 
Parcel 
Parcel 
Parcel 
Parcel 
Parcel 
Parcel 
Square 
Square 
Square 
Square 
Sq«  E. 
Square 
Square 
Square 


Line  R/Vf  -  38th  St*  to  Norton  Ste,  N,  YA 

4/6 

4/8 

5/7 

5/18 

5/56 

5/57 

9/3 

10/5 

11/24 

27/41 

27/100 

1322,  Lot  011,  817 

1356,  Lot  813,  849 

1357,  Lot  800,  801 
1359,  Lot  846,  860 

of  1388,  Lot  801,  807 
1400,  Lot  803 
1413,  Lot  801,  802 
1415,  Lot  814 

Total  Length  of  Right-of-Way 


3.288  Miles 


Columbia  Line  r/y  Minnesota  Ave.  to  58th  St.,  N.E. 
Parcel  177/63 
Parcel  182/12 
Parcel  187/l2~ 

Square  5222,  Lots  22,26,27,28,29,30,31,801,804,808 
Square  5223,  Lots  17,18,19,34,35,002,804 
Square  5224,  Lots  3,6,7,8,9,10,11,800.807,808 
Square  5228,  Lots  2,3,4.5,6,7,8,9'l0,ll 
Square  5229,  Lots  1,2,14,15,16,17,800 
Square  5230,  Lots  19, 20,21, 22, £3, 24,25,26, 27,28,29 
Total  Length  of  Right-of-Yfey 

Total  Length  of  Right-of-Way  in  D,  0f  C* 

POLES  ON  WHICH  D.C.  STREET  LIGHTS  ARE  MOUNTED 
600  C*P*  Single  Light 
400  C.P*  Twin  Light 
400  C,P.  Single  Light  jfe 
250  C*P.  Single  Light 
250  C.p.  Twin  Light 
Total 

MARYLAND 

LAND 

Great  Falls  Line  R/% 

D*  of  C«  Line  to  Cabin  John,  Md* 

Maryland  Line  R/y 

Mt*  Rainier  to  Boltsville,  Md* 

Total  Length  of  Riglit-of-\Yay  in  Maryland 


0*936  Miles 
4;224  Miles 


1 

81 

172 

705 

_260 

1,219 


2.877  Miles 


60 973  Miles 


0.850  Miles 


Valuation  Department  10/20/50 
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CAPITAL  TRANSIT  COMPANY 


Exh,  No  IX 


Comparison  of  Costs  per  Kilowatt  Hour  Derived  from  PEPCo  Exhibit 
No.  31  in  Formal  Case  No.  402  With  Costs  per  Kilowatt  Hour  Adopted 
by  District  of  Columbia  Public  Utilities  Commission  in  Formal  Case 
No,  200. 


First  Six  Original  Cost 
Months  1950(a)  _  1933(b)  __ 

Mills  per  KWH  Mills  per  KWH 


Cost  of  Generation 

5,50889 

2.91545 

Maintenance  of  Production  Plant.  • 

.60710 

.30278 

Real  and  Property  Taxes . 

.14216 

.07188 

Gross  Receipts  Tax  on  Revenue  from 
Railway  Company . .  . 

.32087 

,10430 

Depreciation  on  Production  Plant  . 

.66088 

.35269 

Return  on  Investment  in  Production 
Plant.  ».•••••••••.. 

1.52219(c) 

1.91379(c) 

Payroll  and  Unemployment  Taxes  .  • 

.01343 

- 

Total  Cost  per  KWH  .... 

8,77552 

6.66089 

(a)  Derived  from  PEPCo  Exhibit  No.  31,  Formal  Case  No.  402. 

(b)  From  testimony  of  Mr.  B.  M.  Bachman,  Chief  Accountant,  Public 
Utilities  Commission  of  the  District  of  Columbia  in  P.U.C. 
Formal  Case  No.  200, 


(o)  Return  on  investment  at  rate  of  5  l/z%  in  1960  and  1%  in  1933. 

■  5* 
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EXHIBIT  NO 
Schedule  1 


POTOMAC  ELECTRIC  POWER  COMPANY 
Estimated  Cost  of  Service  by  Jurisdictions  -  Year  1051 


Total  Estimated  Cost  of  Service  based  on  5-l/2%  Return. 


Operating  Revenue  Deductions  other  than  Income  Taxes 
Return  at  5-l/2;5 

Income  Taxes: 

Based  on  Forecast  at  present  rates 

Increase  based  on  rate  increase  of  $2,218,043 

$2,876,718 

1,038,188 

$29,619,067 

8,032,351 

3,914,906 

Estimated  Cost  of  Service 

$41,566,324 

Distribution  of  Estimated 

Cost  by  Jurisdictions. 

D.  C.  Maryland 

Virginia 

Total 

Revenue  Basis 

$30,301,850  $9,701,580 

$1,562,894 

$41,566,324 

Kilowatt  hour  Basis 

30,326,790  8,882,723 

2,356,811 

41,566,324 

Demand  Basis 

30,925,345  8,250,229 

2,381,750 

41,566,324 

Average  of  three  Bases 

30,517,995  8,947,844 

2,100,485 

41,566,324 

Composite  Ratio 

73.42£  21,5355 

5. 0555 

100.0055 

Distribution  e f  Prooo3ed 

Increase  of  $2,500,000. 

D.  C.  Maryland 

Virginia 

Total 

Revenue  Basis 

$  1,822,500  $  583,500 

$  04,000 

$  2,500,000 

Kilowatt  hour  Basis 

1,824,000  534,250 

141,750 

2,500,000 

Demand  Basis 

1,860,000  496,750 

143,250 

2,500,000 

Average  of  three  Bases 

1,835,500  538,167 

126,333 

2,500,  X0 

2. 
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Schedule 


POTOMAC  ELECTRIC  POWER  COMPANY 
Jurisdictional  Allocation  Factors 


Percent 


Amount 

of  Total 

Revenues  from  Sale  of  Energy-First 

8  Months  of  1950. 

District  of  Columbia 

$17,360,457 

72.90 * 

Maryland 

5,559,473 

23.34* 

Virginia 

895,788(1) 

3.76* 

Total 

$23,815,718 

100.00* 

(1)  Excludes  VEPCo  revenues  of  $779,528 

Kilowatt  hour  Sales  (Thousands) -First  8  Months  of  1950. 

District  of  Columbia 

1,014,494 

72.96* 

Maryland 

297,226 

21.37* 

Virginia 

78,882(2) 

5.67* 

Total 

1,390,602 

100.00* 

(2)  Excludes  VEPCo  kilowatt  hours  of  76,809 

Average  Demands-First  6  Months  of  1950. 

District  of  Columbia 

329,550 

74.40* 

Maryland 

88,000 

19.87* 

Virginia 

25,400(3) 

5.73* 

Total 

442, 950 

100.00* 

(3)  Excludes  VEPCo  Demands  of  21,950  kilowatts 
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ESTIMATE  OT  PEPCO  PROPERTT  USED  BY  CTCO 
AMS  CTCO  PROPERTY  USED  BY  PEPCO 
EXCLUDIMG  SUBSTATION  HKiPEKTr  OSES  IN  SUPPLYING 
600  VOLT  SC  SERVICE  TO  CAPITAL  TRAMS g  CCffAMY 


Eind  of 

Property 

PEPCo  Property 

Used  by  CTCo 

CTCo  Property 
Used  by  PEPCo 

LAMS 

"Tub.  5 

Brightwood) 

6564  *f 

Sub.  11 

East) 

— 

150  sf 

Sub.  15 

Glen  Soho) 

— 

1300  sf 

Sub.  26 

14th  Street) 

— 

470  sf 

Sub.  29 

Delaware 

— 

750  sf 

Sub.  37 

Stumyslde) 

- 

1320  sf 

Benning  Power  Station 

1B9095  *f 

— 

Total,  lend 

195659  sf 

(1)  3990  sf 

BUILDINGS 

Sub.  11  < 

[East) 

• 

150  sf 

Sub.  28  I 

[l4tb  Street) 

— 

470  af 

Sub.  29  1 

[Delaware) 

- _ 

450  sf 

Total.  Building* 

- 

(1)  1070  sf 

RIGHT  OT  WAY  NOT  USES 

BT  CTCO  OCCUPIED  BY 

PEPCO  POLE  LIMES 

Rockville  R/i i 

2.604  siles 

Rhode  Island  Are.  - 
BeltsTille  R/W 

3.295  mile* 

Benning 

-  Seaarood  R/V 

- 

.936  miles 

Total,  R At 

_ 

6.835  miles 

ATIAaaMEMTS  TO  POLES 


Total  106  polu  (2)  2160  pole* 

COTOOTT 

Total  307323  duct  feet  221957  toot  feet 

CABLI 

Total  S*744  feet  34396  feet 


(l)  Lead  and  Building*  at  Sob.  3  (Eddington)  end  Sub.  23  (Tenleytown)  omitted 
beoause  of  Rental  Agreements. 


(2)  PEPCo  paid  for  5  ft.  or  acre  of  additional  height  an  1325  of  these  polu. 
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POTOMAC  ELECTRIC  POWER  COMPANY 

OWNERSHIP  AND  ESTIMATED  ORIGINAL  COST 
OF  SUBSTATION  EQUIPMENT  USED  IN  SUPPLYING 
600  VOLT  DC  SERVICE  TO  CAPITAL  TRANSIT  COMPANY 
AS  OF  DECEMBER  31,  1949 


Substation 


Land 


PEPCO  OWNED 

17 - V~T* 

Buildings  Equips 


Total 


Land 


CTCO  OWNED 

V 

ag  8  Equipmenl 


Of  these  totals,  the  following  amounts  were  invested  subsequent  to  12-31-33. 

Land .  $  21  578 

Buildings  •••••  88  261 

Equipment .  586  736 

Total .  $696  575 


Notes  *  — “ 


l/  Includes  PEPCo  improvements  to  CTCo  property. 

ft  Not  included  because  of  rental  agreement. 

Proportionate  cost  of  Production  Plant  Land. 

4/  Includes  $20,942  for  600  volt  railway  feeder  panels  and  equipment 

o/  Does  not  include  600  volt  railway  feeder  panels  and  equipment  amounting  to  $116,789 


Total 


No.  2 

E.  Street 

$17  418 

$  28  564 

$  88  533 

$  134  515 

$ 

$ 

$ 

No.  3 

Eckington 

2  864 

73  099 

75  963 

y 

y 

25  713 

No.  4 

Riverdale 

512 

5  721 

66  705 

72  938 

No.  5 

Brightwood 

428 

2  723 

28  785 

31  936 

n  159 

No.  10 

Central 

n  934 

14  800 

76  928 

103  662 

no.  n 

East 

9  123 

28  784 

37  907 

1  615 

8  n9 

52  800 

No.  12 

Georgetown 

6  883 

17  131 

96  584 

120  598 

20  693 

No.  13 

Harvard 

2  305 

n  675 

73  768 

87  748 

28  986 

No.  14 

Benning 

3/  58 

n  853 

84  101 

96  012 

16  752 

No.  15 

Glen  Echo 

5  854 

34  407 

40  261 

975 

591 

No.  16 

Sinclair 

5  404 

n  444 

14  521 

31  369 

40  415 

No.  18 

Seventh  Street 

459 

25  738 

26  197 

284 

2  756 

9  374 

No.  20 

Lincoln 

16  718 

43  126 

47  173 

107  017 

40  330 

No.  21 

L  Street 

4  578 

9  458 

25  959 

39  995 

No.  25 

Chany  la in 

2  339 

3  236 

34  219 

39  794 

No.  26 

Decatur 

2  763 

45  574 

48  337 

A  354 

3  771 

7  127 

No.  28 

Fourteenth  Street 

3  518 

24  672 

28  190 

}  - 

14  522 

n2  364 

No.  29 

Delaware 

3  845 

13  536 

17  381 

Wl  407 

n  556 

98  405 

No.  38 

Harrison 

4  160 

12  903 

73  078 

90  141 

n 

No.  56 

Navy  Yard  Bam 

1  534 

53  548 

55  082 

1  865 

2  323 

TOTAL 

•$72  737 

•$202  594 

*$1  009  712 

•$1  285  043 

^7  $9,309 

$42  847 

$464  709 

11  159 

6^  534 
20  693 
28  986 
16  752 
1  566 
40  415 

12  414 
40  330 


11  252 
130  695 
110  368 


$516  865 
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PEPCo  Exhibit  No.  84. 

ESTIMATED  COST  OF  SERVICE  SIX  MONTHS 
ENDED  JUNE  1950  BY  POLITICAL  JURISDIC¬ 
TIONS 

PEPCo.  Exhibit  No.  84  Formal  Case  No.  402 
with  supporting  working  papers 
Potomac  Electric  Power  Company 
November  1950 


POTOMAC  ELECTRIC  POWER  COMPANY 

Estimated  Cost  of  Service  by  Political  Jurisdictions  (Dis¬ 
trict  of  Columbia,  Maryland  and  Virginia)  Six  Months 

Ended  June  1950 

Explanatory  Notes 

This  estimate  of  cost  of  service  by  political  jurisdictions 
is  for  the  same  period,  six  months  ended  June,  1950,  and  is 
based  upon  the  same  functional  distribution  of  the  various 
elements  of  Rate  Base  and  Costs  as  the  estimate  of  cost  of 
service  by  customer  classes  Potomac  Electric  Power  Com¬ 
pany  Exhibits  Nos.  31  and  31-A.  It  is  an  allocation  of  the 
same  costs  to  three  geographical  areas  instead  of  to  six 
classes  of  customers. 

The  basic  approach  to  this  geographical  or  political  allo¬ 
cation  is  similar  to  the  consideration  of  all  the  costs  being 
divided  between  three  customers  served  at  wholesale. 

Amounts  for  Construction  Work  in  Progress  incident  to 
the  Power  Supply  and  Subtransmission  functions  are  allo¬ 
cated  to  the  areas  in  proportion  to  the  Electric  Plant  allo¬ 
cation,  such  amounts  incident  to  the  Distribution  functions 
are  assigned  to  the  areas  by  analysis  of  construction  pro¬ 
jects  by  accounts. 

Fuel  and  Interchange  Power,  Production  Maintenance 
and  other  elements  of  the  energy  component  of  Power  Sup¬ 
ply  are  allocated  to  the  three  areas  in  proportion  to  the 
kilowatt-hours  generated  for  each  area. 
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The  various  elements  of  Rate  Base  and  Costs  of  the 
Power  Supply  Demand  Component  are  allocated  in  propor¬ 
tion  to  the  average  of  the  non-coincident  class  peak  demand 
and  the  average  (100%  load  factor)  demand  of  each  of  the 
three  areas. 

The  breakdowns  of  non-coincident  class  peak  demands 
used  in  Exhibit  31  were  obtained  by  summarizing  demands 
of  the  four  distribution  systems  of  the  low  voltage  service 
as  follows: 

1 —  4  kv  system — assigned  in  accordance  with  the  out¬ 
put  of  distribution  substations  as  physically  lo¬ 
cated. 

2 —  Low  Voltage  Network — assigned  to  District  of  Co¬ 
lumbia. 

3 —  220  volt  DC  Edison  System — assigned  to  District 
of  Columbia. 

4 —  Secondary  Customers  served  from  High  Voltage 
lines  assigned  according  to  location  of  customers. 

To  the  low  voltage  demands  thus  obtained  the  demands 
of  the  High  Voltage  Customers,  600  volt  DC  Railway  Serv¬ 
ice,  Street  Lighting  and  service  to  Southern  Maryland  Elec¬ 
tric  Cooperative  and  Virginia  Electric  and  Power  Company 
were  assigned  according  to  the  respective  customer  loca¬ 
tions. 

Subtransmission  facilities  serving  the  Naval  Powder 
Factory,  Pentagon  Building,  Virginia  Electric  and  Power 
Company,  and  the  Southern  Maryland  Electric  Cooperative 
are  allocated  directly  to  the  areas  in  which  the  respective 
customers  are  located.  All  other  subtransmission  facilities 
are  assigned  on  the  same  basis  as  are  the  Demand  Com¬ 
ponent  of  Power  Supply,  but  exclusive  of  the  demands  of 
these  four  customers. 

The  facilities  of  the  600  volt  direct  current  system  are 
allocated  in  accordance  with  the  physical  location  of  the  600 
volt  substations.  (Maryland  allocations  included  only 
Riverdale  Substation  No.  4  and  Glen  Echo  Substation  No. 


15).  Substation  facilities  other  than  600  volt  direct  current 
were  assigned  according  to  the  location  of  the  substations 
with  the  exception  of  certain  items  subject  to  direct  alloca¬ 
tion  to  an  area. 

Distribution  lines  are  assigned  by  the  physical  location 
of  the  lines  with  adjustments  for  items  allocable  directly 
to  an  area  or  by  way  of  power  supply  and  subtransmission. 

Line  transformers,  services,  street  lighting  facilities,  and 
installations  on  customers’  premises  are  assigned  to  each 
area  as  physically  located. 

Items  in  Commercial  and  Promotion  Expense,  other  than 
the  item  of  “Customer  Connections”,  are  allocated  in  pro¬ 
portion  to  the  number  of  customers  in  the  respective  areas. 
The  cost  of  Customer  Connections  are  allocated  on  the  basis 
of  the  estimated  labor  distribution  between  the  three  areas. 

In  all  respects  other  than  those  described  in  the  forego¬ 
ing,  the  methods  and  principles  outlined  in  the  Explanatory 
Notes  (Exhibit  31- A)  to  Exhibit  No.  31  apply  to  this  esti¬ 
mate. 

In  the  assignment  of  the  Rate  Base  and  Costs  of  Sub¬ 
stations,  Distribution  Lines  and  Transformers  according 
to  the  physical  location  of  the  facilities,  it  is  recognized 
that  such  assignment  does  not  precisely  reflect  the  actual 
conditions  existing  in  the  contiguous  areas  of  the  District 
of  Columbia  and  Maryland.  It  is  believed,  however,  that 
the  use  by  one  area  of  the  facilities  located  in  another  area 
are  substantially  an  offset.  In  any  event,  the  net  difference 
between  the  two  areas  will  be  minor  in  magnitude. 
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Formal  Case  No.  4o2 


PCTCMAC  ELECTRIC  POWER  COMPANY 


► 


* 


* 


ISTIMATED  COST  OF  SERVICE  -  SIX  MONTHS  ENDED  JUNE  1950 
RATE  BASE,  COSTS  AND  REVENUE  AT  PRESENT  RATES 


Distriot  of 


Total 

Columbia 

Maryland 

RATE  BASE 

1. 

Electric  Plant 

$160  558  112 

$114  898  076 

$36  632  102 

2. 

Construction  Work  in  Progress 

5  708  149 

4  031  687 

1  237  130 

3. 

Contributions  and  Deposits 

(3  274  625) 

(2  392  692) 

(838  797) 

4. 

Materials  and  Supplies 

6  691  017 

4  781  003 

1  469  567 

5. 

Undepreciated  Rate  Base 

$169  6$2  6$3” 

$121" 318  074 

$38  500  002 

6. 

Depreciation  Reserve 

(34  810  477) 

(25  903  15?) 

(7  360  566) 

7. 

Depreciated  Rate  Base 

$134  872  176 

$95  414  924 

$31139  436 

8. 

Percent  of  Total 

100.00 

70.74 

23.09 

COSTS  EXCLUDING  GROSS  RECEIPTS  TAX, 

INCOMS  TAX  AND  RETURN 

Operating  Expenses: 

9. 

Fuel  and  Interchange  Power 

$  5  117  046 

$  3  539  624 

$  1  077  829 

10. 

Other  Power 

5  403  072 

3  809  220 

1  359  042 

11. 

Depreciation  Acorual 

1  980  020 

1  409  042 

469  268 

12. 

Real,  and  Property  Tax 

388  8 $7 

278  280 

88  722 

13. 

Payicll  and  Unemployment  Tax 

53  839 

37  957 

13  542 

14. 

Electrical  Energy  Tax 

415  140 

302  354 

108  721 

15. 

Total 

$  13  35?  984 

$  9  376  477 

$  3  117  124 

16. 

Percent  of  Total 

100.00 

70.19 

23.34 

DISTRIBUTION  OF  REVENUE 

17. 

Costs  excluding  Gross  Receipts  Tax 

Income  Tax  and  Return 

$13  357  984 

$  9  376  477 

$  3  117  124 

• 

00 

H 

Gross  Receipts  Tax 

598  367 

509  144 

43  359 

19. 

Income  Tax 

1  103  604 

774  131 

256  198 

20. 

Return 

3  420  974 

2  307  810 

865  596 

21. 

Total  Revenue 

$18  480  929 

$  12_967  562 

$ _4  282JZ77 

22. 

Percent  of  Total 

100.00 

70.17 

23.17 

DISTRIBUTION  OF  COSTS 

23. 

Costs  excluding  Gross  Receipts  Tax 

Income  Tax  and  Return 

$  13  357  984 

$  9  376  477 

$  3  117  124 

24. 

Gross  Receipts  Tax 

598  367 

509  144 

43  359 

25. 

Income  Tax 

1  103  604 

796  604 

242  847 

26. 

Return 

3  420  974 

2  420  158 

789  838 

4/« 

Total  Costs 

$  18  480  929 

$'13^.02^333 

$  419J168 

00 

• 

Percent  of  Total 

100.00 

70.90 

22.69 

Co  Inhibit  No. 
Page  1  of  4  Pages 
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Virginia 

References  and  Remarks 

$9  027  934 

Page  I-B  —  1 

439  332 

Page  I-B  -  2 

(43  136) 

Page  I-B  —  3 

440  447 

Page  I-B  —  4 

(1  546  761) 

Page  I-B  —  5 

$8  317  816 

6.17 


i 


$  499  593 

234  810 
101  710 
21  865 
2  340 
4  065 
$  864  383 


Page  I— B  —  6 
Page  I-B  -  6 
Page  I-B  -  7 

In  proportion  to  Electric  Plant  -  Line 
In  proportion  to  Operating  Expenses  -  Line  10 


6.47 


$  864  383 
45  864 
73  275 
247  568 
$1  231  090 


Line  15 

Page  HI-B  -  27 
Balance 


6.66 


$  864  383 

45  864 
64  153 
210  978 

"I  r»c*  — A 


Line  15 

Page  III-B  -  27 

In  proportion  to  Rate  Base  -  Line  7 


Formal  Case  $2402  -  PEPCo.  Exhibit  $? 

Fage  2  of  4  Pages 
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POTOMAC  ELECTRIC  PCWpR  COMPANY 


ESTIMaTED  COST  OF  SERVICE  -  SIX  MONTHS  ENDED  JUNE  1950 
RATE  BASE,  COSTS  AND  REVENUE  AT  FILED  RATES 


RATE  BASE 

Electric  Plant 

Total 

District  of 
Columbia 

Maryfc  nd 

Virginia 

References  and  Remarks 

1. 

$160  558  112 

$114  898  076  1 

$36  632  102 

$9  027  934 

Page  I-B  -  1 

2. 

Construction  Work  in  Progress 

5  708  149 

4  031  687 

1  237  130 

439  332 

Page  I-B  -  2 

3. 

Contributions  and  Deposits 

(3  274  625) 

(2  392  692) 

(838  797) 

(43  136) 

Page  I-B  -  3 

4. 

Materials  and  Supplies 

6  691  017 

4  781  003  ! 

1  469  567 

440  447 

Page  I-B  -  4 

5. 

Undepreciated  Rate  Base 

169  682  653 

121  318  074 

38  5C0  002 

9  864  577 

6. 

Depreciation  Reserve 

(3*  810  477) 

(25  903  150)  ! 

(7  360  366) 

(1  546  761) 

Page  I-B  -  5 

7. 

Depreciated  Rate  Base 

$  m 

$J2l_133_436 

8# 

Percent  of  Total 

100.00 

70.74 

23.09 

6.17 

COSTS  EXCLUDING  GROSS  RECEIPTS  TAX,  JNCCMS  T,lX  AND  RETURN 


Operating  Expenses: 

9*  Fuel  and  Interchange  Power 

10 •  Other  Power 

Depreciation  Accrual 
Real  and  Property  Tax 
Payroll  and  Uhenployment  Tax 
Electrical  Energy  Tax 
Total 

Percent  of  Total 

DISTRIBUTION  OF  REVENUE 

Costs  oxcluding  Gross  Receipts  Tax 
Incoat:  Tax  and  Return 
Gross  Receipts  Tax 
Inoon»  Tax 
Return 

Total  Revenue 
Percent  of  Total 

DISTRIBUTION  OF  COSTS 


$  5  117  046 

$  3  539  624 

$  1  077  829 

$  499  593 

5  403  072 

3  809  220 

1  359  042 

234  810 

1  980  020 

1  409  042 

469  268 

101  710 

388  867 

278  280 

88  722 

21  865 

53  839 

37  957 

13  542 

2  340 

415  140 

302  354 

108  721 

4  065 

$^13  357  9g 

$  9  376  477 

$  3  117  124 

Kcksgjacua 

OOil 

100.00 

70.19 

23.34 

6.47 

Page  I-B  -  6 
Page  I-B  -  6 
Page  I-B  -  7 

In  proportion  to  Electric  Plant  —  Line  1 
In  proportion  to  Operating  Expenses  —  Line  10 


$  13  358  000 
598  000 
1  695  000 
4  295  000 
$  i5=S^=QQD 
100.00 


$  9  377  000 

509  000 
1  308  000 
3  086  000 
$  14*280^00) 

71.59 


$  3  117  000 
43  000 
310  000 
954  000 
$  £=£24=000 
22.18 


$  864  OCO 
46  000 
77  000 
255  000 
$i*222=QQQ 
6.23 


Line  15 

Page  Hi-fi  -  26 
Balance 


I 


23.  Costs  excluding  Gross  Receipts  Tax 

Income  Tax  and  Return 

24.  Gross  Receipts  Tax 

25.  Income  Tax 

26.  Return 

27.  Total  Costs 

28.  Percent  of  Total 


$  13  358  000 
598  000 
1  695  000 
4  295  000 
$19  946  000 


$  9  377  000 

509  000 
1  222  000 
3  038  000 
$  14  146  000 


$  3  117  000 
43  000 
.  374  000 
992  000 
$‘4  526  000 

»=sa 


$  864  000 
46  000 
99  000 
265  000 
$1  274  000 


100.00 


70.92 


22.69 


6.39 


Line  15 

Page  Hi-fi  -  27  .  , 

In  proportion  to  Rate  Base  -  Line  7 
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POTOMAC  ELECTRIC  POrfiH  CCttPANY 

COMPARISON  py  REVENUES  with  estimated  cost  of  service 
SIX  MONTHS  ENDED  Jt5ffiTSg5 


Geographic  Area 


Di at riot  of  Columbia 


Present  Kate* 


$12  967  562 


ggaEsafcgBEg 


313  102  383 


Maryland 

Virginia 

Total 


4  282  277 


1  231  090 


$18  480  929 


23.17 


100.00 


4  193  168 
1  185  378 


$18  460  929 


22.69 


100.00 


Coographio  Area 


Tiled  Rato* 


100.00 


314  146  000 
4  526  000 


1  274  000 


$19  946  000 


100.00 
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Formal  Case  No.  402  -  PEPCo  Exhibit  No*  $4 
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POTOMAC  ELECTRIC  POWER  COMPANY 

RESTATEMENT  OF  ESTIMATE!)  COST  OF  SERVICE 
SIX  MONTHS  ENDED  JUNE  1950 
BY  SERVICE  FUNCTIONS  BETWEEN  GEOGRAPHICAL  aRSAS 

BASIS  OF  PRESENT  RATES 


y 

2/ 

3/ 

District  of 

Percent 

Function 

Columbia. 

Maryland 

Virginia 

Total 

of  Total 

Fuel  and  Interchange  Power 

Energy  Component 

$  3  702  409 

31  099  959 

3  511  583 

&  5  313  951 

28.75 

Demand  Component 

138  574 

35  731 

19  318 

193  623 

1.05 

Power  Supply 

Energy  Component 

696  596 

206  852 

96  200 

999  648 

5*40 

Demand  Component 

3  179  073 

819  532 

443  086 

4  441  691 

24.03 

Sub transmission 

Naval  Powder  Factory 

14  222 

14  222 

0.06 

Southern  Md.  Elec.  Coop.,  I no. 

6  483 

6  483 

0.04 

Pentagon  Bldg,  and  VEPCo. 

53  247 

53  247 

0.29 

Other  Subtransmission 

923  648 

223  633 

14  001 

1  161  282 

6.28 

Substation 

600  Volt  Facilities 

157  542 

12  010 

169  552 

0.92 

Other  Substation 

347  631 

161  307 

6  599 

515  537 

2*79 

Distribution  Lines 

1  079  267 

633  086 

10  827 

1  723  180 

9.32 

Transformers 

378  918 

147  596 

4  798 

531  312 

2.87 

Services 

272  263 

135  456 

1  903 

409  622 

2.22 

Meters 

412  397 

168  012 

4  987 

585  396 

3.17 

Utilization  Facilities 

Street  Lighting 

585  032 

86  890 

2  357 

674  279 

3.65 

Other  Utilization 

92 

(925) 

(833) 

Commercial  and  Promotion 

1  228  941 

443  324 

16  472 

1  688  737 

9.14 

Total 

$13  102  383 

$4  193  168 

$1  185  378 

$18  480  929 

100.00 

Notes: 

l/  See  page  II-B  -  1 
2/  See  page  H-B  -  2 
3/  See  page  II-B  —  3 
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SECTION  I. 

Allocations  by  Political  Jurisdictions. 


POTGMaC  ELECTRIC  PCwER  COff-iiNTy 

COST  OF  SERVICE  ALLOCATION  OF  AVERAGE  NET  ELECTRIC  PLiiNT 
_ SIX  MONThS  ENDED  JU^.R  30,  1950 _ 


Unit  of 
allocation 


Power  Supply: 

Energy 

Denand 

1  244  384  rarh  1/ 

464  900  Kw  1/ 

Subtransmission 

Naval  Powder  Factory 

S.  M.  E.  Coop. 

Pentagon  Bldg,  and  V.  £,.  &  P.  Co. 
Other  Subtransmission 

Direct 

Direot 

Direot 

417  350  Kw  V 

Substation 

600  volt  Facilities 

Other  Substation 

Page  III— B  -  1 

Page  III  B  -  3 

Distribution  Lines 

Pages  III  B  -  5  and  III  B  - 

Transformers 

Page  III  B  -  8 

Services 

Page  III  B  -  9 

Meters 

Page  III  B  -  10 

Utilization  Facilities 

Street  Lighting 

Other 

Page  III  B  -  11 

Page  III  B  -  12 

Commercial  and  Promotion 

Page  III  B  -  26 

Total 

Notes: 

1/  See  Page  I  B  -  8 
2/  See  Page  I  -  1 


Unit  Cost 

$  *  637 

$150.00 

$  45.01 


I  B  -  1 
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Total  2/ 

Average  Net 

Electric  Plant 

District 

of 

Columbia 

$  1  041  641 

69  882  938 

$  720  203 

49  537  368 

249  264 

111  772 

1  111  582 

18  784  515 

14  832  723 

1  403  859 

6  662  086 

1  283  281 
4  479  345 

28  860  210 

20  082  125 

9  125  520 

6  442  067 

8  869  035 

6  360  586 

6  052  999 

4  224  546 

6  394  220 

213  221 

5  542  248 
96  891 

1  795  250 

1  296  693 

$160  558  112 

$114  898  076 

$  219  821  $  101  617 

13  228  003  7  117  567 


249  264 
111  772 

1  111  582 
3  719  996  231  796 


120  578 


2  097 

392 

85 

349 

8  611  466 

166 

619 

2  599 

380 

84 

073 

2  472 

063 

36 

386 

1  776 

028 

52 

425 

829 

210 

22 

762 

116 

330 

480 

799 

17 

758 

$36  632 

102 

$9  027 

934 

EXDM 
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POTOMAC  ELECTRIC  POWER  COMPANY 

COST  OF  SERVICE  aLLOCaTICN  OF  AVERAGE  NET  CONSTRUCTION  WCRZ  IN  PROGRESS 
_ _ SIX  MONTES  ENDED  JUNE  1950 _ 


Total  2/  Dio trio t 

Un.it  of  average  Not  of 

Allocation _  Unit  Coat  Const*  Vfc  Prog  Columbia  Maryland  Virginia 


war  Supply: 

Energy 

tooaaad 


464  900  Zw  1/ 


$8.95 


tab  trana  ala  a  i  on  : 

Naval  Powder  Factory 
S.MeE.Coop* t  Inc* 
pentagon  Bdg  &  VepCo 
Ivtber  Sub trana mission  417  350  Zw  2/ 


$3.01 


^ubatationi 

Volt  Facilitioa 
;bor  Substation 


iii-b  -  3 

III  B  5  and  III  B  6 
III  B  8 
III  B  9 


ftilization  Facilities i 
Street  Lighting  III  B  11 

Other 

^opaarojal  &  Promotion 
Total  i 


|4  161  184 

$2  949  706  $ 

787  662  $423  816 

65 

65 

1  257  363 

992  845 

249  002  15  516 

131  140 

37  514 

93  626 

136  330 

33  477 

102  853 

3  223 

3  223 

36 

36 

18  808 

14  922 

3  886 

45  708  149 

$4  031  687  41  237  130  $439  332 

* 

Notoa: 

k  \/  Soo  Pago  I  B  -  8 

zj  See  jpage  1-2 


b 


i 


i§8§ 


twer  Supply* 
Demand 


Natation: 

Other 


PCTOMttC  ELECTRIC  POWER  COMPANY 


COST  C V  SERVICE  ALLOCATION  OF  aVERaGE  NET 
CONTRIBUTIONS  AND  DEPOSITS  -  SIX  MONTES  ENDED  JUNE  30 >  1950 

Total#  Average  2/ 

Uhlt  of  Net  Contributions  District  of 

Allocation  Unit  Coat  and  Deposits  Columbia 


rlbution  Lines 


464  900  Kw  l/  $.388  $  180  517 


loes 


III  B-22 


III  8-21  and 
III  B-22 


III  B-22 


4  625 

1  731  705 

1  192  999 


$  127  961 

4  625 

906  966 

1  192  824 


tllization  Facilities 
[  Street  Lighting  III  B-22 

Total 


164  779 


$3  274  625 


160  316 


$2  392  692 


Notes: 


1/  See  page  I  B— 8 
2/  See  page  1-3 
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1  • 

Jj  B  3 

Maryland  Vi 

! 

Lrginia 

$  34  170  $: 

18  386 

800  414  2 

!4  325 

- 

175 

4  213 

250 

$838  797  ^4 

8  136 

J 


POTOMAC  ELECTRIC  POWER  COMPANY 


COST  OF  SERVICE  ALLOCATION  OF  AVERAGE  NET 
MATERIALS  AND  SUPPLIES  -  SIX  MONTHS  ENDED  JUNE  30,  1950 


Unit  of 
Allocation 


Unit  Cost 


Total,  Average  2/ 
Net  Materials 


and  Supplies 


Fuel  and  Interchange: 


Demand 

464  900  Kw  1/ 

$5*71 

$2  655  735 

Power  Supply: 

Energy 

Demand 

1  244  384  Mwh  y 

464  900  Kv  y 

2.41* 

$2*26 

29  988 
1  051  832 

Sub transmission: 

Naval  Powder  Factory 

S*U«E«  Coop* ,  Inc. 

Pentagon  and  V*E.  &  P.  Co* 
Other 

Dlreot 

Direot 

Direot 

417  350  for  1/ 

$1.49 

5  503 
2  893 
36  977 
621  344 

Substation: 

600  Volt  Facilities 

Other  Substation  j 

43  900 
210  151 

Distribution  Lines 

961  250 

Transformers 

Services 

In  proportion 
to  Eleotrio 

Plant  pg.  IB-1 

304  342 

295  986 

Meters 

200  659 

Utilisation  Facilities: 
Street  Lighting 

Other  Utilization 

211  651 
7  123 

Conmercial  and  Promotion 

l 

51  683 

Total 

$6  691  017 

Notes: 

1/  See  page  IB-6 
2/  See  page  1—4 


1-3-4 
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Distriot 

of 

Co lumhia 

$1  882  550 

20  734 
745  604 

490  629 

40  129 
141  298 

668  877 

214  847 

212  272 

140  045 

183  451 
3  237 

37  330 


$  502  699 

6  328 
199  099 


5  503 

2  893 

123  048 

3  771 
66  161 

286  823 

86  691 


82  500 


1  214 


58  876 

27  447 
3  886 

13  842 


$4  781  003 


$1  469  567 


511 
$440  4^7 


POTOMAC  ELECTRIC  POWER  COMPANY 


COST  OF  SERVICE  ALLOCATION  OF  AVERAGE  NET 
DEPRECIATION  RESERVE  -  SIX  MONTHS  ENDED  JUNE  30 „  1950 


T->tal,  Average 


Unit  of 
Allocation 

Unit  Cost 

Net  Deprecia- 
Reserve  £/ 

Power  Supply: 

Energy  Component 

Demand  Component 

1  244  384  Mwh  1/ 
464  900  K w 

$20.04 

$26.43 

$  249  106 

12  286  939 

Sub-transmission: 

Naval  Powder  Factory 
S.M.S.  Coop.,  Ino. 
Pentagon  and  V.E.  &  P. 
Other  Subtransmiasion 

Direot 

Direct 

Co.  Direot 

417  350  Ew  1/ 

$K>.35 

25  223 
16  142 
103  763 
4  321  325 

Substation: 

600  Volt  Facilities 
Other  Substation 

III— B— 1 

III-B— 3 

415  391 
2  019  744 

Distribution  Lines 

III— B— 5  and  IH-B-6 

5  950  103 

Transformers 

III-B-8 

2  165  294 

Services 

III-B-9 

2  484  230 

Meters 

III-B— 10 

1  817  816 

Utilization  Facilities : 
Street  Lighting 

Other  Utilization 

m-B-ii 

III— 3— 12 

2  485  801 
40  272 

Commercial  and  Promotion 

III— B— 26 

429  328 

$34  810  477 

No test 

1/  See  page  I-B-8 
2/  See  -page  1-5 
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Distriot 

of 

Columbia  Maryland  Virginia 


$3  473  100 

$1  060  065 

$490  035 

66  524 

17  764 

9  55B 

615  812 

187  959 

86  888 

797  868 

213  055 

114  638 

3  242 

1  491 

3  224 

224  112 

56  207 

3  502 

93  522 

6  498 

137  407 

65  262 

2  747 

231  647 

256  439 

4  109 

68  093 

27  477 

888 

39  818 

17  144 

233 

201  355 

84  651 

2  500 

318  974 

43  753 

1  218 

(4  677) 

(6  548) 

325  835 

114  030 

5  498 

325  620 

124  208 

4  188 

151  422 

57  302 

1  807 

16  502 

6  245 

197 

165  089 

62  474 

1  970 

100  821 

38  153 

1  203 

$1  085  289 

$  402  412 

$  14  863 

$7  348  844 

$2  436  871 

$734  403 

i-b-7 


POTOMAC  ELECTRIC  POWER  CQmT 

COST  OF  SERVICE  ALLOCATION  OF  AVERAGE  NET 
DEPRECIATION  ACCRUAL  -  SIX  MONTHS  ENDED  JUNE  30,  1950 


Unit  of  2/ 
Allocation 

Unit  Cost 

Power  Supply* 

Energy 

Demand 

1  244  384  ttrh 

464  900  Kw 

1*23* 

$1.70 

Sub transmission* 

Naval  Powder  Factory 
S.M.E.Coop. 

Pentagon  &  VE&PCo. 

Other  Sub transmission 

Direot 

Direct 

Lireot 

417  350  Kw 

$  .513 

Substation* 

600  Volt  Facilities 

Other  Substation 

III-B-1 

III-8-3 

Distribution  Lines 

III-B-5  and  III-B-6 

Transformers 

III-fi-6 

Services 

III-B-9 

Meters 

III-B-10 

Utilization  Facilities: 
Street  Lighting 

Other  Utilization 

III-B-11 

III-B-12 

Commercial  and  Promotion 

III-B-26 

Total 


Total,  Average  2/ 

District 

Net  Depreciation  ~ 

of 

Accrual 

Columbia 

Maryland 

$  15  312  $  10  587  $  3  231 


789  538 

559  674 

149  450 

2  216 

2  216 

1  201 

1  201 

10  497 

214  198 

169  136 

42  419 

20  185 

18  311 

1  874 

97  348 

65  165 

30  837 

318  644 

206  501 

110  156 

138  923 

98  072 

39  571 

124  729 

89  450 

34  767 

98  705 

68  889 

28  961 

118  137 

102  380 

15  336 

3  997 

1  816 

2  181 

26  390 

19  061 

7  068 

$1  980  020 

$1  409  042 

$469  268 

Notes : 
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Virginia 


$  1  41 
80  4 


94 

14 


10 

2 


497 

643 


1  346 
1  ^87 
1  280 
^12 
855 

421 

261 


$101  710 

aan^sa 


1/  Page  I-B-8 


m 


1048 


POTOMAC  ELECTRIC  POWER  CO. 
UNITS  OF  ALLOCATION 


t/ 

Conconents 


Average 

Denmnds 


D.  of  C* 
^Maryland 
+  Virginia 


I 


860,382 

262,607 

121,395 

1,244,334 


329,550  Xw 
88,000  Xw 
47,350  Xw 

464,900  Xw 


Sub transmission 


L»  of  C* 
Maryland 
Virginia 


329,550  Xw 
82,650  Hr 
5,150  Ew 


k'otaa : 


Megawatt  hours  -  Page  IUB  **  37 
Average  Base  &  Peak 


D  of  C 

Mi. 

Va 

Ease 

Peak 

198,000 

461,100 

60,400 

115,600 

lata  | 

is 

659,100 

176,000 

94  700 

ilVg* 

329,550 

88,000 

47  350 

417,350  Xw 


Page  IUB  -  37 
Page  IIIB  -  36 


3/  Excludes  So,  Mi.  Bleo.  Coop*  and  Naval  Powder  Factory 
4/  Excludes  Pentagon  Bldg,  and  Va.  Elec.  &  Power  Co* 


POTOMAC  ELECTRIC  POWER  CCMPAKY 

RESTATEMENT  OF  ESTIMATED  COST  CF  SERVICE 
SIX  MONTHS  ENDED  JUNE  2950 

DISTRICT  OF’  COLUMBIA  _ 


Rate  Base 

Construe— 

tion  Work 

Contribu¬ 

Deprecia¬ 

Electrio 

in 

tions  &  Materials 

tion 

Function 

Plant 

Progreso 

Deposits  &  Supplies 

Reserve 

(1) 

(2) 

(3)  (*) 

(5) 

Fuel  and  Interchange  Boners 

Energy  Conpcnent 

Demand  Conponent 

$1  882  550 

Power  Supply: 

Energy  Conponent  $ 

720  203 

20  734  ($ 

172  235) 

Demand  Component 

49  537  368  $2  949  706  ($  127  961)  745  604  ( 

8  709  746) 

Sub  transmission t 

Naval  Powder  Factory 

Southern  Mi  Elec  Coop*, Iso* 

Pentagon  Bldg  and  VepCc 

Other  Sub transmission 

14  832  723 

992  845 

490  629  ( 

3  412  226) 

Substations 

600  Volt  Facilities 

1  283  281 

40  129  ( 

376  852) 

Other  Substation 

4  479  345 

37  514 

(  4  625)  141  298  ( 

1  351  873) 

Distribution  Lines 

20  082  125 

33  477 

(  906  966)  668  877  ( 

4  354  640) 

Transformers 

6  442  067 

3  223 

214  847  ( 

1  528  568) 

Services 

6  360  586 

(  1  192  824)  212  272  ( 

2  107  427) 

Meters 

4  224  546 

140  045  ( 

1  268  701) 

Utilisation  Facilities! 

Street  Lighting 

5  542  248 

14  922 

(  160  316)  183  451  ( 

2  292  482) 

Other  Utilization 

96  091 

3  237  ( 

18  300) 

Commercial  &  Promotion 

1  296  693 

37  330  ( 

310  100) 

Total 


$114  096  076  $4  031  687  ($2  392  692)  $4  781  003  ($25  903  150) 


In  proportion  to  Electric  Plant,  Col  1 

"  Operating  Expense  less  fuel  and  interchange.  Col  8 
•  •  Total  Costs  (Col  17)  less  Col  5  12  and  14 

"  "  Return,  Col  16 

*  *  "  Rate  Base,  Col  6 


n-B  - 1 
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POTOMAC  ELECTRIC  PCWER  COMPANY 

RESTATEMENT  CF  ESTIMATED  COST  CF  SERVICE 
SIX  MONTHS  ENDED  JUNE  1950 

_ Maryland _  _ 


Rata  Ease 


Construo—  Contrl— 

tloa  Work  butlons  tutorials  Depre— 


Funoticn 

Eleotrlo 

in 

& 

& 

elation 

Rate 

Plant 

Progress 

Deposits 

Supplies 

Reserve 

Base 

(1) 

(2) 

(3) 

(«) 

(5) 

(6) 

Fuel  &  Interchange  Power: 

Energy  Component 

Demand  Conponent 

$  502 

699 

502  699 

Power  Supply: 

Energy  Conponent 

$  219 

821 

6 

328  ( 

;$  52 

570) 

173  579 

Demand  Conponent 

13  228 

003  $ 

787  662 

(S  34  170) 

199 

099  ( 

:  2  325 

770) 

11  854  824 

Suh transmission: 

Naval  Powder 

249 

264 

5 

503  (  25 

223) 

229  544 

Southern  Mi  Eleo  Coop., 

Ino. 

111 

772 

65 

2 

893  ( 

16 

142) 

98  588 

Pentagon  Bldg  &  VepCo 

Other  Subtranandaaion 

3  719 

996 

249  002 

123 

048  ( 

855 

775) 

3  236  271 

Substation: 

600  Volt  Facilities 

120 

578 

3 

771  ( 

38 

539) 

85  810 

Other  Substation 

2  097 

392 

93  626 

66 

161  ( 

640 

099) 

1  617  080 

Distribution  Lines 

8  611 

466 

102  853 

(  800  414) 

286 

823  ( 

1  563 

409) 

6  637  319 

Transforms rs 

2  599 

380 

86 

691  ( 

616 

778) 

2  069  293 

Services 

2  472 

063 

36 

82 

500  ( 

369 

210) 

2  185  389 

Meters 

1  776 

028 

58 

876  ( 

533 

371) 

1  301  533 

Utilization  Facilities: 

Street  Lighting 

829 

210 

3  886 

(  4  213) 

27 

447  ( 

iee 

727) 

669  603 

Other  Utilization 

116 

330 

3 

886  ( 

21 

972) 

98  244 

Commercial  &  Promotion 

460 

799 

13 

842  ( 

114 

981) 

379  660 

Total 

$36  632 

102  $1  237  130 

($83 er  797) 

$1  469  567  ($7  360  566) 

31  139  436 

In  proportion  to  Eloctrio  Plant,  Col  1 

•  •  •  Operating  Exponae  leas  fuel  and  interchange ,  Col  8 

"  •  •  Total  Coat*  (Col  17)  leaa  Cola  12  and  14 

•  •  •  Return,  Col  16 

•  •  "  Rate  Base  Col  6 


ISM  11/3/50 


2 
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Coats  Excluding  Gross  Rooelpta  Tax,  Inooms  Tax  and  Return 
Operating  Expenses  Real  1/  " V 

Fuel  &  Estate  2/  Eleo-  3/ 

Inter  Depre-  &  Pere.  Pay-  trloal  Eross 

ohango  oiatita  Prop.  roll  Energy  Reoelpt 

Power  Other  Aocrual  Taxes  Taxes  Taxes  Total  Taxes 


(7) 

(8) 

(9) 

(10) 

(ID 

(12) 

(13) 

(14) 

(15) 

(16 

) 

(17) 

$1  060  065 

28  520 

1  088  585 

11  374 

1  099  959 

17 

764 

926 

18  690 

370 

3  920 

12  : 

751 

35  731 

$  187 

959  $  3  231 

532 

1  873 

5  363 

198  958 

2  139 

1  353 

4  • 

402 

206  852 

213 

055 

149  450 

32  038 

2  123 

21  249 

417  915 

8  474 

92  452 

300  1 

691 

819  532 

3 

242 

2  216 

604 

32 

369 

6  463 

147 

1  790 

5 

822 

14  222 

1 

491 

1  201 

271 

15 

168 

3  146 

67 

769 

2 

501 

6  483 

56 

207 

42  419 

9  010 

560 

5  798 

113  994 

2  313 

25  239 

82 

387 

223  633 

6 

498 

1  874 

292 

65 

311 

9  040 

124 

669 

2 

177 

12  010 

65 

262 

30  837 

5  080 

650 

4  182 

106  011 

1  668 

12  611 

41 

017 

161  307 

256 

439 

110  156 

20  857 

2  555 

16  416 

406  423 

6  546 

51  764 

168 

353 

633  086 

27 

477 

39  571 

6  296 

274 

3  827 

77  445 

1  526 

16  138 

52 

487 

147  596 

17 

144 

34  767 

5  987 

171 

3  512 

61  581 

1  401 

17  043 

55 

431 

135  456 

84 

651 

28  961 

4  301 

843 

4  356 

123  112 

1  737 

10  150 

33 

013 

168  012 

43 

753 

15  336 

2  008 

436 

2  253 

63  786 

898 

5  222 

16 

984 

86  890 

(6 

548) 

2  181 

282 

(65) 

(24) 

(4  174) 

(9) 

766 

2 

492 

(925) 

402 

412 

7  068 

1  164 

4  010 

11  495 

426  149 

4  584 

2  961 

9 

630 

443  324 

$1  077 

829  $1  359  042  $469  268  $88  722  $13  542  $108  721  $3  117  124  $43  359  $242  847  $709 

838  $4  193  168 

4/ 

In—  5/ 
oome  Return 
Taxes 


I 


Total 

Costs 


* 


r 

« 

► 


r 


V 


a. 


I I-B  -  3 
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PQTOMaC  ELECTRIC  POWER  COMPANY 

RESTATEMENT  OF  ESTIMATED  COST  OF  SERVICE 
SIX  MONTHS  ENDED  JUNE  1950 
_  VIRGINIA.  _ 


Rate  Base 


Function 

Eleotrio 

Plant 

Construc¬ 

tion 

Work  in 
Progress 

Contri¬ 

butions 

& 

Deposits 

Materials 

& 

Supplies 

Depre¬ 

ciation 

Reserve 

Rate 

Base 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Fuel  &  Interchange  Power* 
Energy  Component 

Demand  Conponent 

$270  486 

$ 

270  486 

Power  Supply: 

Energy  Conponent 

Demand  Conponent 

$  101  617 

7  117  567 

$423  816 

$(18  386) 

2  926 

107  129 

$(  24  301) 

(1  251  423)  6 

80  242 
378  703 

Sub transales ion  t 

Naval  Powder  Factory 
Southern  Md  Elec  Coop., 
Ino. 

Pentagon  Bldg  and  VepCo 
Other  Subtransalssion 

1  111  582 
231  796 

15  516 

36  977 

7  667 

(  103  763)  1  044  796 
(  53  324)  201  655 

Substation: 

600  Volt  Facilities 
Other  Substation 

85  349 

2  692 

(  27  772) 

60  269 

Distribution  Lines 

166  619 

(24  325) 

5  550 

(  32  054) 

115  790 

Transformers 

84  073 

2  604 

(  19  948) 

66  929 

Services 

36  386 

(  175) 

1  214 

(  7  593) 

29  832 

Meters 

52  425 

1  738 

(  15  744) 

38  419 

Utilization  Facilities: 
Street  Lighting 

Other  Utilization 

22  762 

(  250) 

753 

(  6  592) 

16  673 

Commercial  &  Promotion 

17  758 

511 

(  4  247) 

14  022 

Total 

$9  027  934 

$439  332 

$(43  136) 

$440  447 

$(1  546  761) $8  317  816 

1/  In  proportion  to  Eleotrio  Plant,  Col  1 

*r  *  *  i  "  Operating  Expense  less  fuel  and  interchange.  Col  8 

V  ■  *  •  Total  Costa  (Col  17)  less  Cols  12  and  14 

V  9  Return,  Col  16 

?/  99  9  Rate  Base,  Col  6 


Costs 

Excluding  Gross  Reoeipts  Tax, 

,  income 

Tax  and  Return 

y 

Gross 

Reoeipt 

Taxes 

tl 

In - 

oome 

Taxes 

y 

Return 

Tot) 

Cos' 

Operating  Expenses 
Fuel  & 

Inter¬ 

change 

Power  Other 

Depre¬ 

dation 

Aocrual 

Real  5/ 
Estate 
&  Pers. 
Prop. 

Taxes 

y 

Pay¬ 

roll 

Taxes 

Me¬ 

trical 

Enc:.gy 

Taxes 

Total 

(7) 

(8) 

(9) 

(1C) 

(11) 

(12) 

(13) 

(14) 

(15) 

(16) 

(17 

r 

$49C  035 

1  754 

491  789 

19  794 

51 

1  583 

9  558 

66 

9  624 

747 

2  086 

6  861 

1 

9  318 

$  86  888 

$  1  494 

246 

866 

330 

89  824 

3  722 

619 

2  035 

9 

5  200 

114  638 

80  414 

17  238 

1  143 

1  519 

214  952 

17  144 

49  197 

161  793 

44 

3  086 

3  224 

10  497 

2  692 

32 

183 

16  628 

2  060 

8  058 

26  501 

5 

3  247 

3  502 

2  643 

561 

35 

48 

6  789 

542 

1  555 

5  115 

1 

4  001 

2  747 

1  346 

207 

27 

23 

4  350 

255 

465 

1  529 

6  599 

4  109 

1  987 

404 

41 

37 

6  578 

419 

893 

2  937 

3 

.0  827 

888 

1  280 

204 

9 

16 

2  397 

186 

517 

1  698 

4  798 

233 

512 

88 

2 

7 

842 

74 

230 

757 

1  903 

2  500 

855 

127 

25 

17 

3  524 

193 

296 

974 

4  987 

1  218 

421 

55 

12 

8 

1  714 

91 

129 

423 

2  357 

14  863 

261 

43 

148 

57 

15  372 

637 

108 

355 

L6  472 

$499  593 

$234  810 

$101  710 

21  865 

2  340 

4  065 

*364  383 

$45  864  $64  153 

a0EeK3 

$23.0  978  $1  11 

85  378 

ISM  11/3/50 
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SECTION  III. 
Supporting  Data. 


POTCnaC  ELECTRIC  POWER  CCKP^NY 
SUBSTATIONS  -  600  V  FACILITIES 


Total 


D  of  C 


Maryland 


El eo trio  Plant* 

►600  V  Fadlities 

a/o  330  Land,  (ill  B  -  2) 
►  a/o  351  Structures  (*) 
a/o  352  Lquipnent  (•) 
Coni  Plant  Land 
*  "  Other 


Total 


a 


prooiation  Reserve* 

a/o  351 
a/o  352 
Gen’l  Plant 


erating  Expenses 

a/o  351 
a/o  352 

Subtotal 
adsdn  &  Gen'l 

Sab  total 
4  Rents  &  Miso  Rev*  adj* 


$  73  628 

$ 

73  116 

$  512 

202  393 

191  018 

11  575 

1  010  663 

909  772 

100  891 

16  173 

13  122 

1  051 

100  802 

94  253 

6  549 

$1  403  859  2/ 

$.1 

283  281 

$120  578 

$  43  735 

$ 

43  122 

•i  2  613 

341  682 

307  573 

34  109 

27  974 

26  157 

1  817 

$  415  391  2/ 

$ 

376  852 

$  38  539 

$  8  294 

$ 

7  840 

$  454 

64  867 

60  568 

4  299 

— 7FISI 

~  68"4d>8 

'  7-753 

26  954 

25  203 

1  751 

-IWTC5 

“ftTOT 

~ T55* 

95 

89 

6 

$  100  020  3/ 

$ 

93  522 

$  6  498 

predation  aoorual* 
a/o  351 
4  a/o  352 
Genl  Plant* 


$ 

1  899 

$ 

1  791 

$ 

108 

16  566 

14  912 

1  654 

1  720 

1  608 

112 

$ 

20  185  4/ 

$ 

18  311 

$ 

1  874 

Page  II  -  1 

"  II  -  4 

•  II  -  5 

•  II  -  6 


Note*  Depredation  Reserve  and  Depreciation  loorual  in  proportion  to 
Eleotrlo  Plant.  Operating  Expenses ,  see  page  1II-B  —  2» 
Eleotrio  Planl^  see  page  III  -  44. 

General  Plant  in  proportion  to  Operating  Expenses  excluding 
administrative  and  General 


m 
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POTOMAC  ELECTRIC  PCV'LR  COMPANY 


-ALLOCATION  CF  600  V  FACILITIES  BETWEEN  0.  C.  &  MD« 


Eleotrlo  Plant 


Acot  350  Land 
•  351  Structure* 

"  352  Equipment 


D  of  C  =* 

$  73,116 
191,016 
909,772 


512 

11,575 

100,891 


Total  =* 

$  73,628 

202,593 
1,010,663 


Aoct  759  (Structure*) 
D  of  C 

m. 

Total 

Acot  759  (Equipment) 

D  of  C 
Mi 

Total 

Aoot  765  (Structure*) 

D  of  C 
Mi 

Total 

Aoot  766  (Equipment) 

D  of  C 
Mi 

Total 


Expense*  Less 

Super  &  Engr. 


$  5,630 
379 


$44,294 

3,312 


$  1,174 
16 

$'"17166 


$  8,292 
424 
$  6,716 


Expenses  Inol.  4/ 


$  6,451 
^35 

$TTe5S 


$50,829 

3,801 


$  1,379 
19 

$T7353 


$  9,739 
498 

$107157 


Summary  By  Eleotrlo  Plant  Item* 


D  of  C 


Total 


Aoct  350  Land 

*  351  Structure* 

*  352  Equipment 

Sub*  4  and  15  only,  page  ITT 
Pag*  III  -  44 
Page  III  -  45 
Total*  from  page  III  —  45 


$  7,840 
60,568 


$  454 
4,299 


$  8,294 
64,867 


1059 


Hi 


Eleotrio  Plant. 


PCfTCMaC  ELECTRIC  POWER  CO 
SUBSTaTIQJS  OliiR  TEaN  600  VOLT 


Total 


D  of  C 


dryland 


1H  B 


Virginia 


a/o  350  (m  B  -  4) 

$  338  375 

4  248  422 

$  89  953 

$ 

351  (m  B  -  4J 

840  224 

557  290 

276  126 

6  808 

352  (ni  B  -  4) 

5  243  143 

3  512  862 

1  654  954 

75  327 

Gen'l  Plant  Land 

33  231 

22  229 

10  558 

444 

"  •  Other 

207  113 

138  542 

65  801 

2  770 

*6  662  086  y 

$4  479  345 

42  097  392 

<85  349 

Depreciation  Raaerret 

a/o  351 

i  189  678 

$  125  806 

4  62  335 

4  1  537 

352 

1  772  588 

1  187  619 

559  503 

25  466 

Gen'l  Plant. 

57  478 

38  448 

18  261 

769 

1 

$2  019  744  y 

$1  351  873 

$  640  099 

<27  772 

Operating  Expenses t 
a/o  351 

$  23  843 

$  15  814 

$  7  836 

$  193 

a/c  352 

126  478 

84  739 

39  922 

1  817 

Subtotal 

"  ISO  331 

100  553 

37~755 

2  616 

admin  &  Gen'l 

55  381 

37  045 

17  595 

741 

Subtotal 

205  7(52 

“137"  555 

— 5T353 

2  751 

Renta 

90 

60 

29 

1 

▲  &  G  on  Renta 

196 

131 

62 

3 

%  205  416  3/ 

4  137  407 

$  65  262 

$  2  747 

Depreciation  Accrual: 

a/o  351 

4  7  875 

*  5  223 

$  2  588 

4  64 

352 

85  940 

•  57  579 

27  126 

1  235 

Gen'l  Plant 

3  533 

2  363 

1  123 

47 

$  97  348  4/ 

$  65  165 

$  30  837 

S  1  346 

C/v  in  Progreaa 

a/o  351 

$  16  537 

$  6  741 

$  9  796 

352 

114  603 

30  773 

83  830 

1 

$  131  140  5/ 

$  37  514 

$  93  626 

\J  Page  n  -  1  Note : 

Depredation  Reaerre* 

Depredation  accrual  and  Cperating 

y  •  II  -  4 

Expenaea  in  proportion  to  11 eo trio  Plant. 

i 


n  -  5 
n  -  6 
ni-fi  - 17 


General  Plant  in  proportion  to  Operating  Expenaea  excluding 
Administration  and  General 


POTCHAC  ELECTRIC  POWER  COMPaffY 
SUBS T aII CHS  OTHER  THAN  600  VOLT 


► 

„AOot  350  Land  (Pg  III  B  “  13) 
Power  Pool  (Page  ill  B  -  14) 

. Subtransmtaaion  (Page  III  B  “  14) 
600  V  Facilities  (Page  III  B  -  1) 
Other 

D.  C.  for  Va 


Acot  351  Structures  (III  B  -  13) 
Power  Pool  (Page  III  B  -  14) 
Subtransmisaian  (Page  III  B  -  14) 
600  V  Facilities  (Page  III  B  -  1) 
k  Other 

D.  C.  for  Va# 


»- 

Acot  352  Equipment  (HI  B  -  13) 
teower  Pool  (Page  III  B  —  14) 
SubtrensriLssion  (Page  III  B  -  14) 
‘600  V  facilities  (Page  iHB*l) 
SHE  Coop.  (Page  III  B  -  14) 

►-  Other 

D.  C.  for  Va 


4. 

r 


alec trio 


Total  D  of  C 


t  565  439 

22  038 
131  398 

73  628 

$ 

459  243 
21  960 
114  745 
73  116 

338  375 

244  422 
(1  000) 

$  338  375 

$ 

248  422 

$  1  510  150 

78  057 
389  276 
202  593 
840  224 

$1  127  670 
65  420 
317  134 
191  018 
$“"5W  Wfl 
(6  808) 

840  224 

$ 

557  290 

$10  375  896 
519  101 

3  592  447 

1  010  663 

10  542 

$7  788  312 
420  832 

2  e69  576 
909  772 

"5  248  144 

5  588  132 
(75  270) 

5  243  143 

3  512  862 

Plant 


m. 


$  106  196 
78 
16  653 
512 

— S5T555 


$  89  953 


$  372  400 
12  637 
72  142 
11  575 

~276  IS 


$  276  126 


2  587  527 
98  269 
722  871 
100  891 
10  542 

TZ 54  554 


1  654  954 


1/  Estimate  of  items  in  Substation  »&2  assignable  directly  to  Virginia 


POTOMAC  ELECTRIC  PCVIR  COMPANY 
OVERHEAD  LINES 


Total 


D  of  ^ 


Maryland 


Virginia 


Eleotrio  Plant: 

a/o  354  Poles  (HI  B  -  7) 
a/o  355  Wire  (III  B  '7) 
Gen'l  Plant  Land 
"  *  Other 


C/W  in  Progreaa: 
a/o  354  (III  B  -  17 
a/o  355  (III  B  -  17 


$  5  969  666 
4  443  049 
63  897 
398  245 


SI  444  3*1 
1  339  076 
17  405 
108  473 


$4  471  039 
3  051  823 
45  824 
285  606 


110  874  857^/ 

2  909  300 

7 

854  292 

1  16  954 

S  1  112 

$ 

15  842 

36  051 

1  338 

34  713 

1  53  005^ 

S  2  450 

S 

50  555 

S  54  286 
52  150 
668 
4  161 


111  265 


Depreciation  Reserve: 
a/o  354 
a/o  355 
Gen'l  Plant 


S  1  046  133  i  253  108  S  783  512 
772  374  232  783  530  525 

HO  520  30  104  79  261 


9  513 
9  066 
1  155 


Operating  Expenses: 
a/o  354 
a/o  355 

Subtotal 
Admin  &  Cenl 
Subtotal 
a/c  610  Renta 
A  &  G  on  Renta 


1  929  027 


141  008 
148  036 

106  488 
395  532 
45  599 
377 


$  515  995 


$  34  117 

44  616 

- 75*733 

29  005 
107  739 
12  421 
103 


SI  393  298 


$  105  609 

101  682 

267  251 

76  369 
283  660 
32  702 
270 


$  19  734 


$  1  282 
1  738 
'  3"SSB 

1  113 
4133 
476 
4 


Total 


S  349  5562/  S  95  215  $  250  688  $  3  653 


Depreciation  Accrual 
a/o  354 
a/c  355 
Gen'l  Plant. 


1/  Page  II  -1 
1/  •  IH-fi  -  17 

V  "  II  -  4 


83  404 

$ 

20  179 

S 

62  466 

S 

759 

51  657 

15  569 

35  482 

606 

6  794 

1  851 

4  872 

71 

141  855-/ 

$ 

37  599 

s 

102  820 

s 

1  436 

See  General  Note  on  page  III  B  -  3 


18® 
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PCTCMaC  ELECTRIC  PCWLR  COMPANY 

underground  lines 


mi-B 


Total 

^Electric  Plant: 

a/o  356  Conduit  (III-B  -  7)  $11  037  815 

a/o  357  Conductor*  &  Devioe*  (III-B  -  7)  6  780  719 

General  Plant  —  Land  23  065 

"  *  Other  143  754 


Do  f  C 


Maryland  Virginia 


$10  457  968  $551  611  $28  23« 


6  555  298 
22  051 
137  493 


198  836 
930 
5  797 


26  ^ 

459 


$17  985  353  V  $17  172  825  $757  174  £55 


Construction  Work  in  Progress : 
a/o  356  Conduit 
a/o  357  Conductor*  &  Devioea 


55 

206 

18  814 

36 

392 

28 

119 

12  213 

15 

906 

83 

**  / 
325  _V 

31  027 

52 

298 

Deprooiation  Ro»erve: 
a/o  356 
a/o  357 
Ceneral  Plant 


$  2  506  345  $  2  374  660  $125  254  $  6  41 

1  474  837  1  425  807  43  248  5  78 

39  894  38  158  1  609  12' 


$  4  021  076?/  $  3  838  645  $170  111  $12  32 


Operating  Expenses: 
a/o  356 
*  a/o  357 

Subtotal 
admin  &  General 
Subtotal 

Less  a  &  G  on  Rents 
Total 


55  563 
48  773 
LG4  336 
38  439 


52  644  $  2  777  $ 

47  152  1  430 

55  755  ‘"'4-237 

36  766  1  550 

DT332  ~r757 

ISO  6 


S  142  639  2'  $  136  432  $  5  751  $ 


;  3 


depreciation  Accrual 
a/c  356 
I  a/c  357 

General  Plant 


$  102  866  $  97  462  $  5  141  $  263 

71  471  69  095  2  096  280 

2  452  2  345  99  8 


$  176  789 


168  902  $  7  336  $  551 


t!  Page  II  -  1 
/  *  III-B  -  17 

W  "  II  “  4 

4/  -  II  -  5 

5/  "  II  -  6 


1 


tee  general  note  on  page  III  B  -  3 


POTCMaC  ELECTRIC  POWER  CCMP^KY 


DISTRIBUTION  LINES 


V 

Eleotrlo  Plant 

Total 

D 

of  C 

Maryland 

Virginia 

► 

acct  354  ( Page  III  B  -  13) 

■  6  455  571 

1 

592  717 

4  795  156 

67  698 

►>  SHE  Coop  (Page  III  B  -  14) 

3  3v7 

3  597 

Subtransndssion  (Pago  III  B  - 

14) 

482  308 

148  376 

320  520 

13  412 

► 

5  969  666 

1  444  341 

4  471  039 

54  286 

►*cct  355  (Page  III-B  -  13) 

$  5  142  057 

1 

517  183 

3  563  286 

61  588 

|  SHE  Coop  (Page  III  B  -  14) 

4  184 

4  184 

Bk  Subtranscdssion  (Page  III  —  14) 

694  824 

178  107 

507  279 

9  438 

4  443  049 

1 

339  076 

3  051  823 

52  150 

Aoct  356  (Page  IIIHB  -  13) 

$16  483  032 

15 

835  218 

615  862 

31  952 

1  Power  Supply  (page  III  B  -  14) 

378  013 

359  760 

18  253 

Pentagon  4  VepCo  (Page  III  B  -  14) 

10  934 

10  934 

^.Sub  transmits  ion  (Page  III  B  — 

14) 

5  056  270 

5 

000  178 

45  998 

10  094 

► 

$11  037  815 

10 

464  346 

,  ,  551  611 

21  858 

„  D  C  for  Va 

(6  378) 

y 

. 6  378  i 

► 

11  037  815 

10  457  968 

551  611 

28  236 

K-toot  357  (Page  III-B  -  13) 

$14  104  394 

13 

774  524 

307  038 

22  832 

Power  Pool  (Page  III  B  -  14) 

688  117 

659  200 

28  917 

y  Pentagon  4  VepCft.'-  (Page  III  B 

~  14) 

21  184 

21  184 

>  Subtransmiselon  (Page  III  B  — 

14) 

6  614  374 

6 

526  835 

79  285 

8  254 

6  780  719 

6 

567  305 

,/  198  836 

14  578 

^  D  C  for  Va 

(12  007) 

y 

12  007  - 

♦ 

6  780  719 

6 

555  298 

198  836 

26  585 

I*  l/  See  Page  III-B  ~  15  Includes  4  &V  Feeders  j«39>  61  and  81  out  of  Substation  >02  to 

feed  Virginia 


► 


US 
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Electrio  Plant: 


+ 

* 


►Construction  Work  in  Progress: 
a/o  358 


Depreciation  Reserve: 
a/o  358 
General  Plant 


r 


F  Operating  Expenses: 
a/c  358 

admin  and  General 
Sub  Total 

Less  a  4  C  on  Rents 


Depredation  accrual: 
♦  a/c  358 
„  General  Plant 


% 

I 


Page 

n  - 1 

9 

m-fl  ■ 

9 

II  -  4 

9 

II  -  5 

9 

II  -  6 

PCTCMtC  ELECTRIC  POWER  COo 
TRANSFORMERS 


Total 


3  223  2/ 


3  223 


$2  138  316 
26  978 


$1  509  523 
19  045 


$  609  093 
7  685 


$2  165  294  3/  $1  528  568  $  616  778 


70  556 
25  994 
96  555 


92 


49  808 
18  350 

"35T35 

65 


$  20  098 

7  405 

— 27153 


26 


$  96  458  4/  ♦  68  093  4  27  477 


137  265 
1  658 


$  96  901 

1  171 


$  39  099 

472 


$  138  923  5/  $  98  072  $  39  571 


For  Electrio  Plant  items  see  Page  III  B  -  13 
See  general  note  on  Page  III  B  —  3 


III-B  -  8 


D  of  C  Maryland  Virginia 


a/o  358  Line 

Transformers 

$9  012  711 

$6  362  432 

$2  567  245  ! 

583  034 

General  Plant 

-  Land 

15  597 

11  010 

4  443 

144 

n  ■ 

-  Other 

97  212 

68  625 

27  692 

895 

$9  125  520  1/ 

$6  442  067 

$2  599  380 

584  073 

$19  700 
248 


$19  948 


* 

$  650 

239 

“555 


$  888 


$  1  265 
15 


$  1  280 


m 


POTCMaC  ELECTRIC  PCWER  COMPANY 


SERVICES 


Eleotrio  Plant i 

a/o  359.1  OK  Services 
»  a/o  359.2  UC. 

a/o  359.3  t.quip  on  Cust  Prem 
Ceneral  Plant  —  Land 
•  "  Other 


•Construction  Work  in  Progress: 
a/o  359.21  UG  Servioes 


Depredation  Reserve 
a/c  359.1 
a/o  359.2 
,  a/c  359.3 
General  Plant 


Total 

D  of  C 

Maryland 

Virginis 

S3  328  789 

$1  004  799 

32  298  044 

325  946 

5  125  320 

4  965  976 

153  056 

6  288 

348  034 

343  243 

912 

3  879 

9  249 

6  439 

2  772 

38 

57  643 

40  129 

17  279 

235 

$8  869  035  1/ 

$6  360  586 

32  472  063 

$36  386 

S  36  2/ 

36 

$  446  656 

$  134  824 

3  308  351 

3  3  481 

1  863  540 

1  805  604 

55  650 

2  286 

158  037 

155  862 

414 

1  761 

15  997 

11  137 

4  795 

65 

$2  484  230  3/ 

32  107  427 

3  369  210 

$  7  593 

Operating  Expenses 
a/o  359.1 
a/c  359.2 
a/o  359.3 
Subtotal 
Adds  &  General 
Subtotal 

Less  A  &  G  on  Rents 


17  123 
24  027 
687 
41  837 
15  413 


5  169 
23  280 
677 

10  730 
39  856 
38 


$  11  821 
718 
2 


4  620 
17  161 
17 


$  133 

29 
8 

— 175 

_ 63 

233 


Total 


57  195  4/  a  39  818  $  17  144  3  233 


Depredation  Accrual 


a/o  359.1 

46  798 

3  14  126 

$ 

32  307 

S 

365 

a/o  359.2 

72  055 

69  815 

2  152 

88 

a/o  359.3 

4  893 

4  825 

13 

55 

General  Plant 

983 

684 

295 

4 

124  729  5/ 

89  450 

$ 

34  767 

3 

512 

Page  II  -  1 


For  Electric  Plant  item  see  page  III  B 
See  general  note  on  page  III  B  -  3 


POTOMAC  ELECTRIC  POWER  CO. 


METERS 


Total  D  of  C  Maryland 


Lleotrio  Plant: 


a/o  360  Meter* 

$5  715  585 

$3  989  056 

$1  677  027 

General  Plant  -  Land 

46  652 

32  560 

13  688 

■  "  —  Other 

290  762 

2C2  930 

85  313 

$6  052  999  2/ 

$4  224  546 

$1  776  028 

Depredation  Reserve 

a/o  360 

$1  737  124 

$1  212  304 

$ 

509  695 

General  Plant 

80  692 

56  317 

23  676 

$1  817  816  2 / 

$1  268  701 

$ 

533  371 

Operating  Expense* 

a/o  360 

$  211  033 

$  147  285 

$ 

61  920 

admin  &  General 

77  748 

54  262 

22  812 

Subtotal 

"755-751 

'  201  -47 

“ 

64  732 

Less  a  &  G  on  Renta 

275 

192 

81 

Total 

$  288  506  3/ 

$  201  355 

$ 

84  651 

Depreciation  .Accrual 

a/o  360 

$  93  745 

$  65  427 

$ 

27  506 

General  Plant 

4  960 

3  462 

1  455 

$  98  705  y 

$  68  889 

$ 

28  961 

Pago  II  -  1 
"  XX  -  4 

*  II  -  5 

•  II  -  6 

for  Elec trio  Plant  item  aee  Page  III  B  -  13 
See  general  note  on  Page  III  B  •  3 


Virginia 


$49  502 
404 
2  519 


$52  425 


$15  045 
699 


$15  744 


$  1  828 
674 

T352 

2 


$  2  500 


$  612 
43 


$  855 


1067 


POTCKAC  ELECTRIC  PCWLR  COMPANY 


STREET  LIGHTING 


HI-9-11 


Elec trio  Pj.*. it: 
k  a/o  363.1 
a/c  363.2 
a/o  363.3 
Gen'l  Plant  Land 
Gen'l  Plant  Other 


C/W  in  Progress: 
a/o  363.1 
a/c  363.2 


Depreciation  Reserve: 
a/o  363.1 
a/o  363,2 
a/o  363.3 
Gen'l  Plant 

Operating  Expenses: 

a/o  363.1 
►  a/o  363.2 
a/o  363.3 

A  &  G 

A  &  G  on  Rents  etc. 


Depreciation  Accrual: 
*  a/o  363.1 
a/c  363.2 
a/o  363.3 
Gen'l  Plant 


Total 

D  of  C 

Maryland 

Virginia 

51  724  159 

$ 

982  522 

5726  843 

$14  794 

4  102  237 

4  049  579 

46  808 

5  850 

142  184 

137  101 

4  389 

694 

58  850 

51  578 

7  075 

197 

366  790 

321  468 

44  095 

1  227 

56  394  220 

1/ 

*5 

542  248 

5829  210 

$22  762 

3  886 
14  922 

14  922 

3  886 

18  808 

y 

14  922 

3  886 

354  806 

5 

202  188 

5149  574 

$  3  044 

1  938  637 

1 

913  752 

22  120 

2  765 

90  567 

87  329 

2  796 

442 

101  791 

89  213 

12  237 

341 

$2  485  801 

3/ 

52  292  482 

$186  727 

$  6  592 

$  70  525 

$ 

40  189 

*  29  731 

$  605 

193  664 

191  178 

2  210 

276 

2  025 

1  952 

63 

10 

266  214 

233  319 

32  004 

891 

98  078 

85  959 

11  791 

328 

364  292 

319  278 

43  795 

1  219 

4  347 

304 

42 

1 

5  363  945 

4/ 

f 

318  974 

*  43  753 

$  1  218 

5  32  319 

5 

18  417 

$  13  625 

$  277 

76  896 

75  909 

877 

no 

2  665 

2  570 

82 

13 

6  257 

5  484 

752 

21 

118  137 

5/ 

$" 

102  380 

$  15  336 

»  421 

1/  Page  II-l 
2/  Pag*  III-B-17 
3/  Page  11*4 
*4/  Page  XI--5 
5/  Page  II-6 


For  Electric  Plant  items  see  Page  III-B—13 
See  General  Note  on  Page  UI-B-3 


POTCfUC  ELECTRIC  POWER  CO 


OTHER  UTILIZATION  FACILITIES 


Total 


D  of  C 


Maryland 


Elec trio  Plant i 

361  Installation*  on  Oust.  Pram*  $213  207 
General  Plant  -  Land  2 

-  "  ■  Other  12 


*96  805 
1 
5 


$116  322 
1 
7 


$213  221  y  $96  891  $116  330 


Depreciation  Reserve t 
361 

General  Plant 


$  40  269 
3 


$18  299 
1 


$  21  970 
2 


$  40  272  Z/ 


$18  300  $  21  972 


Operating  Expenses: 
361 

Adcrin  L  General 


$  4  $  5 

1  2 


Subtotal 


$  5  $  7 


Less: 

a/o  610  Rents 
A  &  G  on  Rents 


11  237 


4  682 


6  555 


Total 


$(11  225)  y  $(4  677)  $  (6  548) 


Depreoiation  Aooruali 
361 


Page  II  -  1 

•  II  -  4 

*  II  -  5 
"  II  -  6 


$  3  997  y 


$  1  816  $  2  181 


For  Eleotrio  Plant  item  see  page  III  B  -  13 
See  General  Note  on  page  1H  B  -  3 


POTOMAC  ELECTRIC  POWER  COMPANY 

average  net  ELECTRIC  PLaNT 
SIX  MONTHS  ENDED  JUNE 


Distribution  Plant 
aooount  No. 

Distriot  of 
Columbia 
( Reoord ) 

Balance  of  H.  T.  1/ 
Facilities  transfM. 
to  Dist.  from  Trans. 

Total, 
Distriot  of 
Columbia 

350 

$  459  242.67 

$ 

$  459  242.67 

351 

1  137  670.68 

- 

1  137  670.68 

352.1 

7  617  150.89 

6  708.00 

7  623  858.89 

352.2 

164  452.41 

- 

164  452.41 

354 

1  552  639.42 

40  078.00 

1  592  717.42 

355 

1  478  137.32 

39  046.00 

1  517  183.32 

356 

15  742  042.55 

93  176.00 

15  835  218.55 

357 

13  769  620.71 

4  902.00 

13  774  522.71 

358 

6  362  432.05 

- 

6  362  432.05 

359.1 

1  004  798.63 

- 

1  004  798.63 

359.21 

2  962  168.97 

- 

2  962  168.97 

359.22 

2  003  807.86 

- 

2  003  807.86 

359.3 

343  243.21 

- 

343  243.21 

360 

3  989  056.40 

- 

3  989  056.401 

361 

96  885.10 

- 

96  885.10 

363.1 

982  521.72 

- 

982  521.72 

363.2 

4  049  578.76 

- 

4  049  578.76 

363.3 

137  100.53 

— 

137  100.53 

Total,  Distribution  Plant 

$63  852  549.88 

$183  910.00 

$64  036  459.88 

y  See  Page  III  -  37 


Notes  Data  above  from  General  Jicoounting  Dept*  Reocrds. 


III-B  -  13 


1069 


dryland 

Virginia 

Total 

(Reoord) 

1/ 

adjustments , 
Column  2 

$  106  195.90 

$ 

$  565  438.57 

$ 

372  479.67 

- 

1  510  150,35 

- 

2  551  075 c 85 

- 

10  168  226.74 

6  708.00 

36  451.58 

57.06 

200  961.05 

- 

4  795  155.50 

67  697.65 

6  415  492.57 

40  078.00 

3  563  286.15 

61  587.94 

5  103  011.41 

39  046.00 

615  861.70 

31  951.79 

16  389  856.04 

93  176.00 

307  038.43 

22  832.42 

14  099  491.56 

4  902.00 

2  567  245.16 

83  033.70 

9  012  710.91 

— 

2  298  043.54 

25  946.45 

3  328  788.62 

- 

62  798.28 

3  665.91 

3  028  633.16 

- 

90  257.44 

2  621.82 

2  096  687.12 

- 

912.52 

3  878.73 

348  034.46 

- 

1  677  027.28 

49  501.70 

5  715  585.38 

- 

116  321.67 

- 

213  206.77 

- 

726  843.39 

14  793.58 

1  724  158.69 

- 

46  808.11 

5  850.77 

4  102  237.64 

- 

4  389.40 

693.96 

142  183.89 

— 

$19  938  191.57 

$374  113.48 

$84  164  854.93 

$183  910.00 

Total 

$  565  438.57 

1  510  150,35 
10  174  934.74 

200  961.05 
6  455  570.57 
5  142  057.41 
16  483  032.04 
14  104  393.56 
9  012  710.91 
3  328  788.62 

3  028  633.16 

2  096  687.12 
348  034.46 

5  715  585.38 
213  206.77 
1  724  158.69 

4  102  237.64 
142  183.89 

$84  348  764.93 


m 


1070 


PCTCMaC  ELECTRIC  POWER  COMPANY 

ELECTRIC  PLANT  ITEMS  ASSICNaBLE  TO  POWER  SUPPLY 
_  aND  SUBTRaNSMISSICN  _ 


Eleotrio  PlAat 


hi-b  - 1 


Aoct  350  Land 
Power  Pool 

Sub  trans  ad  e  s  1  on 


Aoot  351  Structures 
Power  Pool 

Sub transmi n s 1 on 


acot  352  Equipment 
Power  Pool 
SMECoop 

Sub transala si on 


Aoot  354  Poles 
SMECoop 

Subtrans  mis  t i  on 


Total 

$  153  436 

22  038 

$  '  131'  3S5 


$  467  333 
78  057 
$  389  27 i 


4  122  090 
519  101 
10  542 


485  905 
3  597 


D  of  C 


Maryland 


Virginia 


$  136  705 

)  16  731  ^ 

21  960 

78  y 

%  114  735 

ri<5 

«  382  554  y 

%  84  779  2/ 

65  420 

12  637  y 

%  317  134 

$■>2  142 

3  290  408  if 

831  682  2/ 

420  832 

98  269  2/ 

— 

io  542  y 

- 

2  869  S>6 

}22  871 

148  376  2/ 

324  117 

13  412 

3  597  2/ 

148  57(4 

$£0  520 

TT5I5 

Aoct  355  Wire 
SMECoop 

Subtransmission 


699  008 
4  184 

~<ror~52g 


107  2/ 


’  175  107 


511  463  2/ 
4  194  V 

55TZ75 


9  438  £/ 

TTJ3 


Ajoot  356  Conduit 
Power  Pool 
Pentagon  and  VEPCo 
Subtransmission 


5  445  217 
378  013 
10  934 

Tssrm 


5  370  872  2/ 
359  760 

io  934  y 


64  251  2/ 
18  253  y 

“ST555 


10  094  2/ 


T2T35* 


■4 Aoct  357  Cable 
Power  Pool 
Pentagon  and  VepCo 
Sub transmission 


7  323  675 
688  117 
21  184 


7  207  219  2/ 
659  200 

2i  i84  y 


108  202  y 

28  917  y 
"79  Z&S 


8  254  y 


TB3 


1/  Page  III  -  37 
y  Page  III  -  43 

y  Surrey  Dept  Records  -  Feeders  68,  78,  and  79  pg.  Ill  -  32 

fl/  Distribution  plant  portion  of  Teedera  6613,  6627  and  Spare  Capacity  page  I II  —  42 
plus  DC  portion  by  aooounts  from  Survey  Dept  Records ,  Page  III  —  43 


9 - - 

y 

* 

m 

•> 

► 

HI- 

■8-15 

SUMMARY 

OF  DISTRICT  CF  COLUMBIA  PROPERTY 

>■ 

USED  TO  FEED  VIRGINIA 

* 

Account 

Account 

-  r«*d«r 

356 

357 

350 

351 

352. 1  1 

'0tAl 

3200  VCLT  60  CYCLE 

| 

24  -  (12-31-41) 

► 

1  841.30 

4  375.26 

288.49 

260.84 

2  665.99  S 

)  431.88 

54  (12-31-41) 

1  656.32 

4  211.77 

288.49 

260.84 

2  665.99  S 

083.41 

► 

1  SUB-TOTaL 

3  497.62 

8  587.03 

576.98 

521.68 

5  331.98  IE 

515.29 

^6600  VOLT  25  OCLE 

i 

f 

^31  -  (12-31-41) 

l  688.40 

5  989.56 

281.62 

5*5.10 

6  711.57  15 

206.25 

SUB-TOTAL 

1  688.40 

5  989.56 

281.62 

535.10 

6  711.57  1! 

i  206.25 

> 

tcTjJj 

5  186.02 

14  576.59 

858.60 

1  056.78 

- 1 - 

12  043.55  3s|  721.54 

*0000  VOLT  60  CYCLE 

t39  -  (12-31-41) 

1  954.65 

3  559.17 

? 

513.82 

*i  -  (12-31-41) 

2  601.56 

4  227.47 

\ 

629.03 

k81  -  (12-31-41) 

1  822.05 

4  220.70 

6 

__L 

042.75 

+  TOTaL 

6  378.26 

12  007.34 

18  385.60 

^RaRD  total 

11  564.28 

26  583.93 

858.60 

1  056.78 

12  043.55  52 

107.14 

* 

1 

1 

V 

> 

E.  Ms  9-20-50 


1072 


Hi-fi 


►  DISTRIBUTION  0 Y  LlxO  TRANSFORMERS  &  METERS 

aVERaGE  NET  ADDITIONS  JtajE  30.  1950 


are rage  Net 

Not  Additions 

Additions 

12-31-49 

6-30-50 

► 

Inol.  Stock 

Inol.  Stook 

►  une  transformers 

Distriot  of  Columbia 

6  277  292.43 

6  362  432.05 

Maryland 

2  532  991.27 

2  567  245.16 

r 

Virginia 

81  922.57 

83  033.70 

Total 

8  892  100.27 

9  012  710.91 

METERS 

A 

Diatriot  of  Columbia 

3  951  389.18 

3  989  056.40 

1  Maryland 

1  661  191.71 

1  677  027.28 

*■ 

Virginia 

49  034.27 

49  501.70 

L  Total 

5  661  615.16 

5  715  585.38 

*-  T.  B. 

9/20/50 


1073 


POTOMAC  ELECTRIC  POWER  COMPaNY 

CONSTRUCTION  WORK  IN  PROGRESS 
SIX  MONTHS  ENDED  JUNE 30 >  1950 


a 

1/ 

Total 

D  of  C 

Maryland 

^ther  Substations > 
a/o  351  (III  B  -  19) 

’  352  (III  B  -  19) 

16  537 

114  603 

6  741 

30  773 

9  796 
83  830 

a 

131  140 

37  514 

93  626 

(>arhoad  Linas: 

,  a/o  354  (in  B  -  19) 

355  (III  B  -  19) 

16  954 
-3&  051 

1  112 

1  338 

15  842 
34  713 

53  005 

2  450 

50  555 

Underground  Linos: 

a/o  356  (hi  b  -  19) 
i  357  (HI  8  -  20) 

55  206 

28  119 

18  814 

12  213 

36  392 
15  906 

<*■ 

83  325 

31  027 

52  298 

Transformers  a/o  358  (III  -  4) 

3  223 

3  223 

(Services  a/o  359  (III  -  4) 

36 

36 

4 

Street  Lighting: 
a/o  363.1  (III  4) 

363.2  (III  4) 

3  886 

14  922 

14  922 

3  886 

¥ 

18  808 

14  922 

3  886 

V 

2/  Pago  II  -  2 


Virginia 


1074 


III-B  ~  18 


POTOmC  ELECTRIC  PCWHR  COMPANY 

AVjJU^E  net  construction  WORE  IN  PROGRESS  BY  GEOGRAPHICAL  LOCATIONS 
TRANSMISSION  PUNT  EXCLUDING  POWER  SUPPLY  ITEMS 
_ aVERaGE  NET  aS  OF  JUNE  30,  1950 _ 


Elec trio  Plant  aoot 


Average  Net 

Total  as  of  Total  as  of  Net  Additions  Average  Construction 

12/31/49 _ 6/30/50 _ additions  Work  in  Progress 


/Transmission  Plant 


8343  (Subtranscdssion) 
D  of  C 
Md 
Va 

Total 
16345  (SMECoop) 

m 

8347  (Sub transmission) 
DC 

Va 

Total 

8348  (Sub transmission) 
DC 

Va 

Total 
Total  Transmission 


$  257  754.41  a 130  709.23  $(1Z7  045.18)  ($  63  522.59)  $  194  231.82 
229  537.41  -  (229  537.41)  (114  768. 

*  Q 


$  487  291.82  $130  709. 


[356  582 


S5i)  (. 

759)  $( 


178  291 


.70)  114  768.71 

725)  $  309  00035 


$  130.07  $  130.07  $ 


65.03  $ 


65.03 


$  82  144.50  3273  000.35  a  190  855.85  $  95  427.92  $  177  572.42 

168  8S1.06  3  653.72  (165  197.34)  (82  598.67)  86  252.39 

3  250  995.55  $276  &S4.Q7  $  25  658.51  $  12  829.25  S  263  824.81 

$  12  890.49  $127  159.73  $  114  269.24  $  57  134.62  $  70  025.11 

440  866.28  394  460.53  (46  405.75)  (  23  202.87)  417  663.41 

$  453  7 56177  $52l  620.26  $  67  863.49  $  33  931.75  3  487  688.52 


) 


Excluding  Power  Supply  )  $1  192  044.15  929  113.63  $(262  930.52)  $(131  465.26)  $1  060  578.89 


.one  ml  Plant 


8378  (Subtransmission) 
t  DC 
Md 

Va 

Total  (Exol  Power 
Sup) 

otal  Transa  and  Gen  Plant 
DC 
Md 


106.53  $ 
199.07 


52.79 

252.00 

34.12 


305.60  $  338.91  $ 


(53.74)  $ 
252.00 
(164.95) 
33.31  $" 


(26.87)  $ 
126.00 
(82.48) 
16.65  $” 


79.66 

126.00 

116.59 


322.25 


.Va 


Total  (Exol  Power 
Sup) 


$  352  895.93  $530  922.10  $  178  026.17  $  89  013.08  $  441  909.01 

382.07  382.07  191.03  191.03 

839  453.82  398  148.37  (441  305.45)  (220  652, 

$1  192  349.75  $929' 452.53  $(262  697.21)  $(l5l  448. 


>.72)  618  801.10 

531)  $1  660  961.14 


■HaW  Jr. 
■/21/50 
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POTOMAC  ELECTRIC  POWER  COMPANY 


aVrJ-UGE  NET  CCWSTRUCTIOi  WORE  IN  PROGRESS  BY  GEOGRAPHICAL  LOCATIONS 
DISTRIBUTION  PLANT  EXCLUDING  PCMnR  SUPPLY  ITEMS 
_ AVERAGE  NET  aS  CF  JUNE  30,  1950 _ 


Eleotrio  Plant  Account  Total  u  of  Total  at  of  Not  Additions  Average 
_  12/31/40  6/30/50  _  Additions 


distribution  Plant 

‘SSI - 

Sub trans  miss ion 
D  of  C 
k  Md 

Other  Substations 
DC 

m 

*  Total 


8352 

Sub trans mission 
D  of  C 

m 

Other  Substations 
D  of  C 

m 

Total 


.8354 

Subtransmission 
D  of  C. 

m 

Overhead  Lines 
D  of  C 

m 

Total 


<43355 

Subtransmission 
D  of  C 

m 

Overhead  Lines 
D  of  C 

m 

Total 


^56 

Sub transmission 
DC 

m 

Underground  Linas 
DC 

m 

Total 


$  42  775.65  $  5  576.42  $(  37  203.23)  $(10  601.61 
-  1  092.53  1  092.53  546.27 


1  616.83  11  864.14 


10  247.31 


5  123.65 


8  464.30  11  128.44  2  664.14  1  332.07 

$~52~8fe0^78  $29  661.53  $(  23  199. B)  $lll  599.42) 


$  9  013.68  $49  527.08  $  39  713.40  $  19  856.70 

11  967.16  90  843.37  78  876.21  39  438.11 


38  928.28  22  616.83  (16  311.45) 

58  093.94  108  766.85  49  872.91 

ilOT  $2?r 754.13  j-grm.o? 


(8  155.73) 
24  936.46 
$  75  07^.54 


$  1  543.00  $ 

-  2  461.00 


1  543.00 

2  461.00 


$  771.50 

1  230.50 


2  224.59 


2  224.59 


1  112.30 
(7  979.32) 

$rrg£g2) 


$  2  389.00  $ 
1  884.00 


2  389.00 
1  884.00 


$  1  194.50 
942.00 


-  2  676.00  2  676.00  1  338.00 

$  49  572.39  19  854.39  (29  718.00)  (14  859.00) 

$-45-575^  $25-663.15  $nr750oj  $711  3W.56) 


$  92  484.36 


-  $(  92  484.36)  $(46  242.18) 

378.95  378.95  189.48 


33  267.34  4  360.39 
59  343.24  13  441.21 

$15  I66'.5S  $' 


28  906.95) 
45  902.03) 
T55*9l4'.l§) 


14  453.48 
.22  951.02 
?B'4W^5 


Average  Net 
Construction 


Work  in  Progress 


$  24  178.04 
546.27 


6  740.* 

9  796.37 


$  41  261. 


29  670.38 
51  405.< 


30  772.* 
83  830.* 

srsrsa 


771.50 
1  230.50 


1  112.: 


2.30 
15  841.42 

'  16"?gg.7S 


1  194.50 
942.00 


1  338 
713 

Tens? 


Joo 

39 


46  242.18 
169i48 


18  813*86 
36  392.22 
i74 


13S&2 


.forward 


$18 
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POTOMaC  ELECTRIC  POULR  CCMPaNY 

CUSTCMKRS  DEPOSITS  -  BY  aREaS 
_ 6/30/50 _ 


Customers  Deposit** 

Total 

D  of  C 

Maryland 

Balance  6/30/50* 

active  —  Refundable 

a/o  241.1 

$91,020 

$31,722 

$59  298 

Installment 

•  241.2 

4  765 

- 

4  765 

Inaotive 

•  241.5 

3  526 

1  976 

1  485 

99,311 

33,696 

65,548 

Balance  12/31/49 

active  —  Refundable 

a/o  241.1 

69,917 

30,175 

59,742 

Installment 

"  241.2 

2  225 

- 

2  225 

Inactive 

•  241.5 

3  526 

1  976 

1  485 

95,668 

32,151 

63,452 

additions 

3,643 

1.547 

2  096 

1/2 

1-822 

774 

1  048 

Average 

$97,490 

$32,925 

$64,500 

Not** * 


Customers  Deposits  are  allocated  to  Distribution  Lines 

Above  amounts  by  areas  taken  from  General  accounting 
Dept  Reoords 


m-6  -  2i 


t 

$65 

i 

4 


4 

4s 


$45 


Customers  Deposits  (Dist.  Lines) 
Contributions  in  aid  of  Construction  (pg  ) 


$  97,400  $  32,925  $  64,500  $ 


65 


3,177,135  2,359,767  774,297  43,<71 


$3,274,625  $2,392,692  638,797  $43  136 


Ill— 3— 22 


POTOV.'.C  3I3CTRIC  PCWEh  CC'TANY 


OONTRIPTnT'wS  IN  AID  OF  CONSTRUCTION  -  A CCOUNT  : 

265 

► 

irvr  rnzj.cz  s/u.nct:  - 

■  EY  A>  UAS  -  6/30/50 

— 

X 

Prorated 

7/ 

Direct  Allocation 

Net 

8/ 

Balance  5/  1949  Net  6/ 

Net  Average 

Net  Average 

Average 

12/31/49  “ 

Additions 

Additions  6/30/50 

Additions  6/30/50 

Balance  6/30/50 

Dist.  of  Columbia: 

HI - 

~"TO - 

- m — 

- - 

(5) 

* 

343 

$ 

127  961 

4/ 

— 

— 

4  127  961 

352 

4  396 

$  813 

4  229 

4  625 

> 

354 

62  386 

2  339  1/ 

659 

63  045 

) 

355 

43  152 

2  420  1/ 

682 

43  834 

) 

356 

403  879 

13  784  V 

3  886 

4  6  356  3/ 

414  121 

) 

357 

344  045 

12  106  1/ 

3  413 

5  583  V 

353  041 

) 

359.21 

1 

178  530 

7  547 

2  128 

1  180  658 

) 

ft- 

359.22 

9  490 

9  490 

2  676 

12  166 

I 

363.1 

7  649 

- 

7  649 

) 

L 

363.2 

149  884 

9  871 

2  783 

152  667 

) 

2 

203  411 

58  370 

16  456 

11  939 

2  231  806 

$2 

331  372 

458  370 

$16  456 

411  939 

42  359  767 

Maryland 

1343 

$ 

34  170 

4/ 

- — 

- 

4  34  170 

1354 

287  802 

432  614  1/ 

11  121 

298  923 

) 

1355 

212  901 

23  113  2/ 

7  881 

220  782 

) 

1356 

103  365 

21  454  3/ 

7  315 

4  8  948 

119  628 

) 

A 

1357 

88  052 

11  251  3/ 

3  836 

4  693 

96  581 

) 

1363.1 

4  213 

4  213 

■ 

696  333 

88  432 

30  153 

13  641 

740  127 

*• 

$“ 

730  503 

488  432 

$30  153 

$13^641 

4  774  297 

Virginia 

2343 

$ 

18  386 

4/ 

— 

4  18  386 

2354 

7  738 

4  160  1/ 

4(1  294) 

6  444 

) 

2355 

5  973 

145  1/ 

(1  173) 

4  800 

) 

r 

2356 

6  456 

(76)  3/ 

615 

7  071 

) 

2357 

5  500 

(55)  1/ 

445 

5  945 

) 

2359.21 

30 

30 

) 

4 

2359.22 

145 

145 

) 

2363.1 

80 

80 

) 

2363.2 

170 

170 

) 

26  092 

174 

(1  407) 

24  685 

44  478 

1  XBKH»a 

174 

*11422) 

4  43  071 

Kissscsa 

43 

106  353 

$146  976 

445  202 

$25  580 

43  177  135 

4 

Notes :  1/ 

A/c  354: 

D.C. 

Md. 

Va. 

Total 

0  H  Service  Extensions 

$2  529 

42TI24 

$160 

$25  SI3 

Add'l  Height 

-  C  &  P  Poles  (190) 

1  614 

- 

1  424 

33  Xv  Feeders 

-  White  ' 

Oak 

7  876 

- 

7  876 

$2  339 

$32  614 

4160 

$35  113 

assatt 

““ 

ms  mm 

2/ 

A/c  355: 

a 

0  H  Service  Extensions 

42  420 

417  240 

4145 

419  805 

- 

5  873 

- 

5  873 

i 

42  430 

423  113 

4145 

$25  678 

1078 


Power  Supply 
Substation  -  Other 
Distribution  Lines 

Services 
Street  Lighting 

Power  Supply 

Distribution  Lines 
Street  Lighting 

Power  Supply 

Distribution  Lines 

Services 
Street  Lighting 


D  *  of  C • 

Maryland 

Virginia 

Total 


3/ 


4/ 

5/ 

6/ 

7/ 


Net  Additions  Dec.  31.  1949 

354 

355 

356 

357 

41  530  669.26 

41  464  358.05 

$15  467  383.69 

$13  585  378. 

4  653  388.06 

3  469  474.02 

549  677.45 

288  262. 

67  565.03 

61  415.21 

30  200.93 

22  184. 

46  251  622.35 

44  995  247.28 

$16  047  262.07 

413  895  925. 

Net  Additions 

0  H  Servioe 

33  Xv  Feede 

12/31/49 

Extensions 

White  Oak 

D •  of  C« 

354 

41  530  669 

5  2  529 

355 

1  464  358 

2  420 

Total 

2  995  027 

4  949 

Maryland 

35^ 

4  653  388 

23  124 

4  7  876 

355 

3  469  474 

17  240 

5  873 

Total 

8  122  862 

40  364 

13  749 

Virginia 

354 

67  565 

160 

355 

61  415 

145 

• 

Total 

128  980 

305 

411  246  869 

$45  618 

$13  749 

Net  Additions  U  G  Service  Direct 

Allocations  (DC 

12/31/49  Extensions  Soil 

diers  Some  A 

D.C.  356 

415  467  384 

413  784  * 

6  356 

357 

13  585  379 

12  106 

5  583 

Total 

29  052  763 

25  850 

11  939 

Md.  356 

549  677 

21  454 

357 

288  262 

11  251 

Total 

837  939 

32  705 

Va.  356 

30  201 

(76) 

357 

22  185 

(55) 

Total 

52  386 

(131) 

Page  I-B-3 

$29  943  088 

■nnscnzaK 

458  464  i 

ms mmmm 

11  939 

Page  III— B-25 

Page  III— 19 


Totals  from  Page  III-B-24,  Accts  in  proportion  to 


Column  2 


8/  Column  1  plus  Column  3  plus  Column  4 
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POTOMAC  ELECTRIC  POWER  COMPANY 


NET  CHARGES  TO  ACC  OUT  265  -  CONTRIBUTIONS  IN  AID  CT 
_ CONSTRUCTION  BY  aREAS  -  AVERAGE  6/30/50 


s>  Distriot  of  Columbia  $2  440,719 


y  Maryland 


Virginia 


783,921 

23,277 


$2,383,928 

696,333 

26,092 


$  56,791 
87,588 
(2,815) 


Total 

Average 


*3,247,917 


$3,106,353 


$141,564 
$  70,782 


Note i  above  figures  from  General  accounting  and 
Survey  Departments  Reoords, 


II— B 


1080 

I 


POTOMAC  ELECTRIC  POWER  COMPaNY 

CONTRIBUTIONS  IN  AID  OF  CONSTRUCTION  -  BY  AREAS 

6-30-50  _ 


Contributions  a/o  265 

Total 

D  of  C 

Maryland 

Virginia 

6-30-50  (III  B  -  23) 

$3,247,917 

$2,440,719 

$783,921 

$23,277 

12-31-49  (III  B  -  23) 

3  106  353 

2,383,928 

696  333 

26  092 

Additions 

141,564 

56,791 

87,588 

(2,815) 

1/2 

70  782 

28,395 

43,794 

(1  407) 

Average 

3,177,135 

2,412,323 

740,127 

24,685 

Aoot  356  (Direct  allocation)  I / 

15,304 

6  356 

8  948 

•  357  (  •  • 

)2/ 

10,276 

5  583 

4  693 

- 

25  580 

11,939 

13,641 

- 

To  be  prorated  on  page 

45,202 

16,456 

30,153 

(1  407) 

Total  average  additions 

$70,782 

28  395 

43,794 

$(1  407) 

1/  Major  addition*  in  1950  (Diroot  allocations ) t 

Soldiers  Homs  $23,877  Underground  Extensions 

Andrews  Field  27,282  •  ■ 

Total  51,159 


average 


$25,580  Distributed  to  a/os  356  &  357  on  pg 


ic-7  (1949)  FINAL 

ESTIMATED  DISTRIBUTE  CN  OF  CONTRIBUTIONS 
hS  OF  DEC.  31,  1949 
(BY  GEOGRAPHICAL  AREAS  AND  ACCOUNTS) 


! 

Conduit 

Servioes 

Servioe 
Eztccs ions 

0.  H. 

Servioe 

Extensions 

U.  G. 

Conduit  for 

Traffio 

Lights 

Diotriot  of  Coluxxfcisi 

1  178  530.56 

98  073.32 

747  923.33 

141  197.49 

Rf-CAP  By  .accounts 

343 

352 

354  Net  Eleotrio  (.56 

355  Plant  Ratio  ( .44 

54  921.06 
43  152.26 

356  Net  nlectrio  ( .54 

357  Plant  Ratio  (.46 

403  878.60 
344  044.73 

359.21 

363.1 

363.2 

359.22 

1  178  S30.56 

141  197.49 

Maryland 

_ 

470  116.90 

191  416.65 

. 

RECaP  By  accounts 

1354 

1355 

(.56 

(.44 

263  265.46 
206  851.44 

1356 

1357 

(.54 

(.46 

103  364.99 
88  051.66 

1363.1 

Virginia 

29.77 

13  576.36 

11  955.62 

REGaP  By  Accounts 

2354 

2355 

(.56 

(.44 

7  602.76 
5  973.60 

2356 

2357 

2359.21 

2363.1 

(.54 

(.46 

29.77 

6  456.03 

5  499.59 

2363.1 

2363.2 
2359.22 


Not  Electric  Plant 
Ratio  (PaPcol 

a/o  354  S6, 251 ,622. 35  (.56) 
VO  355  4,995,247.28  (.44) 

11,540,009.63  — 


a/o  356 
a/o  357 


$16 ,047 ,262 .07 
13,695,825.76 
59,943,087.83 


(.54) 

(.46) 


m-3 


Additional 
height  for 
CAP  Tel.  Co. 

7  233.48 

7  233.48 


16  496.57 

16  496.57 

135.00 

135.00 


E  Mo  10-30-50 


Lanp 

Loops 


7  648.81 


7  648.81 


4  029.76 


4  029.76 


40.98 


40.98 


Street 

Lighting 

Cable 

Lowered  Other 

Double  Eye  under  Street  Viest  Port 

Rode  Driveways  Lighting  Tie  Line  _  S=hsutj= 


231.32  8  686.43 


231.32 


341.09 

341.09 


8  686.43 


183.03 


183.03 


170.30  39.00 


39.00 


170.30 


18C  517.42  4  295.52 

180  517.43 

<  S5.52 


liC  t— “ 
nl  385.SC 

-C  liZ-^1 


I-»5  5E3.5C 


1*  ~'-9  .  :c 


7  699.-^ 
i  :«.5c 


333.4c 


rsr  =cc.|fc 

5t  — ^pc 

*  212479 


696  32340C 
26  251 


I 


--a^d  Tonal  3  106 
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POTOMAC  ELECTRIC  POWER  COMPANY 

COMMERCIAL  AND  PROMOTION 


Operating  Expenses 

Total 

D*  of  0 • 

Maryland 

Virginia 

Meter  Reading,  Billing  &  Accounting 

Low  Voltage 

High  Voltage 

Railway 

Street  Lighting 

SMECoop.*  Inc. 

VEAPCo. 

$ 

445  976 

6  060 
60 

1  800 
60 
60 

$  320  763 

4  740 

57 

60 

$121  385 

1  080 

3 

1  680 

60 

$  3  828 
240. 

60 

60  ' 

$ 

454  016 

1/ 

*  325  620 

$124  208 

$  4  188 

Credit  and  Collecting 

$ 

210  531 

$  151  422 

$  57  302 

$  1  807 

Uncolleotible  Bills 

22  944 

16  502 

6  245 

197 

Advertising 

229  533 

165  089 

62  474 

1  970 

Other  Customer  Service 

140  177 

100  821 

38  153 

1  203 

Customer  Connection 

445  363 

325  835 

114  030 

5  498 

Total  Comm'l  A  Promotion 

$1  502  564 

2/ 

$1  085  289 

$402  412 

I 

$14  863 

Elec trio  Plant 

General  Plant  Land 

General  Plant  Other 

$ 

1 

248  217 
547  033 

$  179  285 

1  117  408 

$  66  477 
414  322 

$  2  455 

15  303 

SI  795  250 

3/ 

$1  296  693 

$480  799 

$17  758 

A 

Depreciation  Reserve 

$ 

429  326 

4/ 

$  310  100 

$114  981 

$  4  247 

Depreciation  Accrual 

$ 

27  390 

5/ 

$  19  061 

$  7  068 

$  261 

V 


1/  Page  III-52 
2/  Page  II-5 
3/  Page  II-l 
4/  Page  II— 4 
5/  Page  II-6 

Note:  All  expenses  except  Customer  Connection  in  proportion  to 
Sohedule  Customers*  Page  IIi-B-28.  See  Page  III-d-27  for 
Customer  Connection. 


i 


ns 
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POTOMAC  ELECTRIC  POWER  COMPANY 


CUSTOMER  OBJECTION  COSTS 


Spread  Line 


Total 


D.  of  C. 


16 

1 

Commercial  Engineering  Dept* 

$  36  684 

$  30  448 

$  5  869 

$  367 

17 

2 

Governmental  Service  Bureau 

18  238 

16  414 

912 

912 

18 

3 

Salea  Department 

128  480 

89  936 

37  259 

1  285 

19 

4 

Correspondence  Bureau 

16  212 

11  673 

4  377 

162 

20 

5 

Commercial  Offloe 

22  676 

16  327 

6  122 

227 

21 

6 

Customer  Servioe  Bureau 

39  543 

28  471 

10  677 

395 

22 

7 

Customer  Rate  Investigation. 

2  343 

1  172 

1  171 

— 

8 

$264  176 

$194  441 

$  66  387 

$3  348 

8 

9 

Miscellaneous 

8  810 

6  484 

2  214 

112 

23 

10 

Demonstration 

38  108 

26  676 

11  051 

381 

11 

311  094 

227  601 

79  652 

3  841 

11 

12 

Supervision 

14  675 

10  737 

3  757 

181 

13 

Total  Operation 

325"7S9 

238  338 

83  409 

4  022 

11 

14 

Administration  A  General 

119  594 

87  497 

30  621 

1  476 

15 

Total  Customer  Connection 

$445  363 

$325  835 

$114  030  ! 

$5  498 

COMMERCIAL  DEPARTMENT  ESTII  ATE  OF  LABOR  DISTRIBUTION 


16 

Comaeroial  Engineering  Dept. 

100% 

83% 

16% 

3% 

17 

Governmental  Servioe  Bureau 

ioo% 

90 % 

9% 

f 

18 

Sales  Department 

100% 

70% 

29% 

3% 

19 

Correspondence  Bureau 

ioo?; 

75% 

27% 

1% 

20 

Commercial  Office 

IOC# 

72% 

27% 

3% 

21 

Customer  Service  Bureau 

100% 

72% 

27% 

3% 

A 

22 

Customer  Rate  Investigation 

100% 

50% 

50% 

— 

<•* 

23 

Residential  Customers 

100% 

70% 

29% 

3% 

1084 


PCTCMaC  ELECTRIC  POWER  CO. 

» 

VTD. 

CUSTOMERS 

Total 

D  of  C 

m. 

Va 

Residential 

227,968 

159,605 

66,452 

1  911 

Low  Voltage  Cocta;l» 

38,564 

32,095 

6  092 

377 

High  Voltage  Cosxn'l 

101 

79 

18 

4 

Railway 

1 

1 

- 

- 

Street  Lighting 

60 

2 

56 

2 

SMCoop 

1 

- 

1 

- 

VEPCo 

1 

— 

"• 

1 

266,696 

191,782 

72  619 

2  295 

D«  C#  &  U*  S • 

Government 

Residential 

149 

75 

73 

1 

Low  Voltage ,  Coa'l 

834 

739 

84 

11 

High  Voltage  Com'l 

73 

57 

12 

4 

Street  Lighting 

2 

2 

- 

- 

Total 

1  058 

873 

169 

16 

*SH  10/27/50 
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PQTOKaC  ELECTRIC  POWER  CCMPaNl 
CCMPUT AIICMS  TOk  INCCMh  TAXIS  AX  FILED  RaTSS 

A  Distriot  of  Colusbla 


Revenue  at  Filed  Rates 

$14,280,000 

"  "  Present  " 

12,968,000 

(A)  Cross  Change 

1,312,000 

Net  Change  (Groas  z  *95) 

1, 246^000 

DC  Income  Tax  on  Change  (5%) 

66,000 

(a)  Groas  Change 

1,312,000 

X  Income  Tax 

66,000 

Adjusted  Gross  Change 

1,246,000 

Net  Change  (Gross  z  *62) 

773,000 

Federal  Income  Tax  on  Change 

473,000 

Tazes  on  Present  Revenues 

774,000 

Total  Inoome  Tazes 

$  1,313,000 

* 

Maryland 


$5  OOO  2/ 


Revenue  at  Filed  Rates 
•  "  Present  ■ 

k  Grose  Change 

Net  Change  (Cross  z  462) 
Federal  Income  Taz  on  Change 
Taxes  on  Present  Revenue 
A  Total  Income  Tazes 


$  4,424,000 
4,282,000 
142,000 
88,000 
54,000 
256,000 
$  310)000 


A 

Virginia 

r 

Revenue  at  Filed  Rates 

$  1*242,000 

■  *  Present  • 

1,231,000 

Gross  Change 

11,000 

Net  Change  (Cross  z  .62) 

7,000 

A 

Federal  Inoome  Tax  on  Change 

4,000 

Taxes  on  Present  Revenue 

73,000 

A 

Total  Inoome  Tazes 

$  77,000 

III-B  ~ 


Adjusted  Taxes 


$1,308,000  [ 


310,000 


77,000 


Total  Tazes  for  System 


$  1,700,000  $5  OOO  y  1,695,000 


a  j/  adjustment  made  to  DC  Tazes  since  ratio  used  in  original  Statement  by  Classes  of  Service 
"as  based  on  1949  revenue  and  taxes*  When  computed  on  basis  of  areas,  taxes  are  larger 
due  to  the  inorease  from  filed  rates  being  predominately  in  the  DC  whioh  Mould  tend  to 
ohange  the  ratio  whioh  is  a  combination  of  DC  and  Federal  Income  Taxes* 
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”  ;  POTOMAC  ELECTRIC  POWER  COMPANY 

DISTRIBUTION  C F  IHCCME  TAXES  -  BY  AREAS 
_ SIX  MCNTBS  EKDED  JOKE  1950 


*- 


PRESENT  RaTES  - 

COSTS 

Inooms  Tax  — 

Distribution  of  RsTenuet 

Total 

D  of  C 

Maryland 

Virginia 

* 

Lln«  21  leas  Lines  17  A  18,  pg 
nLesa  DC  Inoome  Tax 

*4  524,578 
91,067 

$3,081,941 

91,067 

$1,121,794 

$320,843 

Federal  Net  Taxable  Income 

p 

4,433,511 

2,990,874 

1,121,794 

320,843 

Federal  Inoome  Tax 

DC  Income  Tax 

1,012,537 

91,067 

683,064 

91,067 

256,198 

73,275 

Total  Income  Tax 

1,103,604 

774,131 

256,198 

73,275 

AXnoome  Tax  —  Costs  Basis 

Return  (Line  26,  pg  ) 

Less  X  Inoome  Tax 

3,420,974 

91,067 

2  411,350 
91,067 

798,646 

210,978 

k  Adjusted  Return 

3,329,907 

2,320,283 

798 ,646 

210,978 

Federal  Inoome  Tax 

DC  Inoome  Tax 

1,012,537 

91,067 

705,537 

91,067 

242,847 

64,153 

>Total  Income  Tax 

1,103,604 

796,604 

242,847 

64,153 

a 

FILED  RATES  -  COSTS 

Inoome  Tax  -  Costs  Basis 

♦Return  (Line  26,  Page  } 

Less  DC  Inoome  Tax 

4,295,000 

150,000 

3,027,000 

150,000 

1,003,000 

265,000 

Adjusted  Return 

4  145,000 

2,877,000 

1,003,000 

265,000 

Federal  Income  Tax 
,DC  Income  Tax 

1,545,000 

150,000 

1,072,000 

150,000 

374,000 

99,000 

Total  Inoome  Tax 

1,69^,006 

1,222,000 

“374,000 

99,000 

*• 
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POTOMaC  electric  power  CO 
REVENUE 

6  MQ  ENDED  JUNE  1950 


Total  0  of  C. 

Maryland  Virginia 

Sals  of  Energy 

$18,318,866  $12,850,991 

$4,238,060  $1,229,815 

Penal tlee  (III  B  -  32) 

162,063  116,571 

44,217  1,275 

$18,460,929  $12,967,562 

$4,282,277  $1,231,090 

i 

ELECTRIC  ENERGY  &  GROSS  RECEIPTS  TAX 

6  MO  ENDED  JUNE  1950 

Eleo  Energy 

Gross  Reoeipts 

D  of  C 

$302,354 

$509,144 

Maryland 

108,721 

43,359 

Virginia 

4,065 

45,864 

Total 

$415,140 

$598,367 

INCOME  Taxes 

6  MO  ENDED  JUNE  1950 

D  of  C  federal 

Total 

D  of  C 

$91,067  $  683,064 

$  774,131 

Maryland 

256,198 

256,198 

Virginia 

_  73,275 

73,275 

Total 


$91,067 


$1,012,537 


$1,103,604 
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Low  Voltage 

2/ 

313  863  092 

10  210  560 

3  518  041 

134  491 

High  Voltage 

2/ 

2  673  749 

1  713  203 

478  191 

482  355 

Railway 

i/ 

458  478 

445  167 

13  311 

- 

Str.  Ltg. 

586  404 

482  061 

98  413 

5  930 

So.  Ml. 

130  104 

- 

130  104 

- 

VEPCo 

607  039 

— 

— 

607  039 

Total 

$18  318  866 

$12  850  991 

$4  238  060 

$1  229  815 

I 


2/  R.  SC,  LC,  Ry  aC. 
2 /  hWt  NFF,  pentagon 
3/  DC  aervioe  only 


ISM  9/20/50 


t 
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IH-B  -  34 


POTOMaC  ELECTRIC  POWER  COMPaNY 
ENGINEERING  DEPARTMENT 


Projeot 


Prepared  by  K.M.L.  Date  9/20/50 
Cheoiced  by _  Date 

Dl'dalon  of  Peaki  A  Kwh,  between  Goo^raphloal  Areas 


Subject 


m 
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U 1*3-3 5 


PCTGtlAC  ELECTRIC  POWER  COMPANY 
ENGINEERING  DEPARTMENT 


Project 


Prepared  by  g.  L.  Date  9/20/50 
Checked  by  _ Date  _ 


Subject 


GEOGRAPHICAL  DIVISION  OF  PEAKS  -  First  Half  1950 


D.  of  C.  Maryland  Virginia  Total 


LVAC  Network 


116*0 


116.0 


Edison 


Seo.  from  High  Tension 


Maryland  University  Bureau  of  Mines  — 
Fort  Washington  — 

Johns  Hopkins  — 

Washington  Briok  — 

Engineering  Research  — 

Heoht’s  (Silver  Spring)  - 

Other  60  Cyolc  3*708 

Corby’s  .153 

25  Cyole  .413 

14th  Street  Network  .915 

Colesville  Road  Network  - 


.184 

.079 

.360 

.427 

.526 

1.065 


8.1 

(Mult.  7.39  ) 


.05  (Est.) 


Total 


5.189 


2.861 


600  Volt  System 


Capital  Transit  Company 
Sub.  4 
Sub.  15 
D.  C^ 

Total 

Other 


30.431 

30.431 


31.3 

(Mult.  24.49  ) 


31.3<j)0 

0.3 


198 
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IHHM6 

,  PCTOWC  ELECTRIC  FCVZR  CQ'PANY 

Smur3HI!r;  DZPAim'SNT  Project  _ 

Prepared  by  g.  V»  L.  Pate  9/20/50 
Checked  by  _ _ Date  _ 


*"  Subject 


Geographical  Division  of  Peaks 

-  first  Half 

1950 

D.C. 

Md. 

Va. 

Total 

High  Tension 

Naval  Powder  Xaotory 

.707 

Naval  Testing  Basin 

1.540 

Any  Map  Servioe 

1.087 

Beltsville 

1.978 

General  Office  jfc3 

2.038 

Naval  Radio 

.141 

Public  Health  (3e the 8 da ) 

2.420 

Medical  Center  (Bethesda) 

1.770 

Port  Sumner  Bldg. 

1.305 

Andrews  field 

.897 

Naval  Ordnance  Laboratory 

4.456 

John  Hopkins 

.204 

Burnt  Mills  Puny. 

.924 

West  Bros.  Brick 

.680 

So.  Oxygen 

•701 

Maryland  University 

1.359 

Seat  Pleasant  Putap. 

.007 

Pentagon 

31.900 

Port  Myer 

.978 

Arlington  Dora. 

.717 

Bureau  of  Yards  &  Docks 

.816 

Virginia  Area  25  oyole 

.019 

D.  C.  Customers 

123.056 

22.214 

34.430 

179.7 

SMLCoop.#  Inc.  - 

6.0 

- 

6.0 

VL&PCo. 

- 

29.3 

29.3 

Street  Lights  9.0 

1.2 

0.1 

10.3 

179.7 

Mult-  15577 


Total 


■461.116 


115.594  66.790 


643.5 


§88 
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POTOMAC  EIBCTRIC  PO’.JER  COMPANY 
ENGINES!  DEPART  *2N? 


Subject 


Total 

Mir 

Base 

Load 


Low  Tension 
High  Tension 


600  Volt  System 

Capital  Transit  Company 
Other 


VE&PCo® 

*  SM£Coop« ,  Ino. 

a 

Street  Lighting 

i 

Total  Base  Load  286.3 

M  Class  Peaks  514 

1  L.  F.  55.7 

a 

465.0 


Project  _______ 

Prepared  by  g,V»L. 
Checked  bv 


Wf.  Base  Loads 


D*  of  C. 


Cross 

Base 

Gross 

Base 

Mwh 

Load 

Wvh 

Load 

594  111 

136.7 

194  990 

44.9 

189  922 

43.7 

48  713 

11.2 

57  834 

13.3 

1  725 

0.4 

821 

0.2 

- 

- 

14  837 

3.4 

17  694 

4.1 

2  342 

0.5 

860  382 

198.0 

262  607 

60.4 

461.1 

115.6 

42,9 

52.2 

2/659.1 

2/176,0 

329.6 

88.0 

70.# 

18.# 

Date  9/ 
Date 


Gross 

Mwh 


6  709 


51  319 


63  211 


m 
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♦ 

Po tonac  Electrio  Power  Company 
Engineering  Department 


Subject 


III-B  -  38 

Projeot 

Prepared  by  K.n.L.  Date  9/20/50 
CbeoJced  by _  Date  _ 


Va. 


Sales 

Eff.  Faot. 

Net  Gen. 

Eff.  Fact. 

Gross  Gen< 

r  Low  Tension 

Residential 

1  323 

.8877 

1  490 

.9451 

1,577 

L  Conxseroial 

Total 

4  363 

5  686 

.8996 

4  850 

• 

5,132 

6,709 

r 

i 

High  Tension 

46,455 

.9578 

48,502 

V 

51,319 

Y  600  V, 

Ca  T*  Co* 

— 

- 

- 

- 

Other 

— 

— 

“ 

Total 

V.  £.  P.  Co. 

59,197 

,9910 

59,735 

• 

63,211 

S.  M.  E.  Coop. 

- 

- 

- 

- 

Street  Lts. 

137 

.9304 

147 

m 

156 

Total 


114*724 


121,395 


T 

$3$ 

1095 

| 

r 

♦ 

nr- 

■d  -  39 

\ 

1  POXCmC  ELECTRIC  POWER  COMPANY 

ENCINEERINC  DEPARTMENT 

Projeot 

Prepared  by  I.M.L*  Date 

9/20/50 

*■ 

Cbeolced  by _ 

_ Date 

, Sub Joe t 

m 

Sales 

Eff.  Faot. 

Net  Gen* 

Eff.  Tact. 

Gross 

Gan. 

Low  Tension 

Residential 

97,217 

.8877 

109,516 

#9451 

115,8* 

Comae  roial 

67,259 

•8996 

74,765 

• 

79rlC 

r 

Total 

164,476 

184,281 

194>9S 

* 

1 

High  Tone ion 

44,096 

.9578 

46,039 

• 

48,73 

L3 

600  V. 

1 

C»  T.  Co. 

1,339 

•8213 

1,630 

• 

1,7? 

5 

^  Other 

- 

- 

- 

i. 

V.  E.  ?.  Co. 

* 

- 

— 

S.  M.  £•  Coop. 

13,529 

.9649 

14,021 

• 

14,8: 

XI 

Street  Lts. 

2,059 

.9304 

2,213 

• 

2,^ 

_ L 

12 

M 

r 

i 

'• 

Total 

248,184 

262.6C 

37 

a 

| 

<► 

\ 

1 

« 

k 

A- 

I 


FTTCrnC  ELECTRIC  POWER  CCMPaNY 
ENGINEERING  DEPARTMENT 


Projeot 


Low  Tension 


Prepared  By  E.M.L.  Date  9/20/50 

Checked  By  __________  Date  ______ 


D.  C* 


Sales 


Eff.  Fact*  Net  Gen.  Eff.  Paot.  Gross  Gen 


Residential 


146,232 


164,731 


174,296 


Cocmeroial 


356.936 


396,773 


419,815 


Total 


503,168 


594,111 


High  Tension 


171,899 


179,473 


189,922 


600  V. 

C.  T.  Co, 


M.  E,  Coop* 


44,887 


.8213 


54,654 


57,834 


Street  Lights 


15,558 


.9304 


16,722 


17,694 


Total 


813,129 


960,382 
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POTOMAC  ELECTRIC  POWER  COMPANY 

ENGINEERING  DEPART* 'Em 

*■ 

K 

* 

Subject 

Project  ___ 

III-B-^1 

Prepared  by 

K.  M.  L.  Dated 

9/20/50 

Che  deed  by 

Dated 

• 

» 

D.  C. 

Md. 

Va. 

Total 

k 

Residential 

146  232 

97  217 

1  323 

244  772 

* 

Low  Teas ion  Co am. 

356  936  • 

67  259  • 

4  363 

428  558 

High  Tension 

171  899 

44  096 

46  455 

262  450 

600  Volt  System 

Capital  Transit  Co. 

44  887 

1  339 

- 

46  226 

*  Otter 

637 

- 

- 

637 

45  524 

1  339 

_ 

46  863 

f 

Vt&PCo. 

— 

— 

59  197 

59  197 

SMLCoop..  Inc* 

- 

13  529 

- 

13  529 

Street  Lights 

15  558 

2  059 

137 

17  754 

Total 

1  073  123 

a. 

#■ 

a 

* 

•  L.  T.  Corns. 

355  661 

66  851 

4  363 

Less  600  Volt  Cust. 

637 

— 

- 

♦ 

355  024 

66  851 

4  363 

• 

Plus  4  Kt.  R.R. 

1  912 

408 

• 

4k 

356  936 

67  259 

4  363 

y 

* 

ft- 
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Exhibit  No.  86 

Capital  Transit  Company 

POTOMAC  ELECTRIC  POWER  CO. 

Variations  Between 

District  of  Columbia  and  Maryland  Service  Characteristics 

Year  1949 


Item 

Source 

D.  C. 

Md. 

Basic  Data 

A 

Square  Miles  Served 

(A) 

62 

570 

B 

Average  Customers 

(B)p.  71 

190,642 

67,286 

C 

Total  Kilowatt  Hours  Sold 

(B)p.  70 

1,374,625,668 

358,495,209 

D 

Feet  of  Pole  Line,  Conduit 
Bank  and  Submarine  Cable 

(B)  p.  106,7 

6,695,568 

10,224,192 

E 

Feet  of  Wire  or  Cable, 
Overhead  and  Underground 

(B)  p.  106,7 

32,576,016 

37,914,096 

Derived  Data 

Customers  per  Square  Mile 

B/A 

3,075 

118 

Feet  of  Pole  Line,  Conduit 

Bank  and  Submarine  Cable 
per  Customer 

D/B 

35 

152 

Feet  of  Overhead  and 
Underground  Wire  per 
Customer 

E/B 

171 

563 

KWH  per  Foot  of  Pole  Line, 
Conduit  Bank  and  Submarine 
Cable 

C/D 

205 

35 

KWH  per  Foot  of  Overhead 

C/E 

42 

9.5 

and  Underground  Wire 

(A)  PEPCo  Prospectus  May  1950 

(B)  PEPCo  report  to  Federal  Power  Commission,  Form  1,  1949 
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POTOMAC  ELECTRIC  POWER  COMPANY 

Adjustment  of  PEPCo ’s  Estimate  of  “Other  Electric 
Revenue’ ’  for  Calendar  Year  1951. 

Comparison  of  PEPCo ’-s  Budgeted  with  Actual  “Other 
Electric  Revenues” — 1st  9  Months  of  1950. 

Amount  % 

1.  “Other  Electric  Revenue” — Ac¬ 
tual  for  1st  9  Months  of  1950 _  $377,250  100.0000% 

2.  “Other  Electric  Revenues”  as 
Budgeted  by  PEPCo  for  1st  9 

Months  of  1950 _  357,291  94.7094 

3.  Under — Estimate  of  “Other 
Electric  Revenues”  in  PEPCo ’s 
Budget  covering  1st  9  Months  of 

1950  _  $  19,959  5.2906% 

Adjustment  of  PEPCo ’s  Esti¬ 
mate  of  “Other  Electric  Reve¬ 
nues”  for  year  1951  in  order  to 
bring  it  into  agreement  with 
Ratio  of  Budgeted  to  Actual 
for  1st  9  months  of  1950: 

1.  PEPCo ’s  Estimate  of  “Other 
Electric  Revenues”  for  Year 

1951(a) _  $516,881  94.7094% 

2.  Plus :  Adjustment  to  bring 
“Other  Electric  Revenues”  as 
Budgeted  and  forecast  for  1951 
into  agreement  with  ratio  be¬ 
tween  budgeted  and  actual  for 

1st  9  months  of  1950. _  28,874  5.2906 

3.  Adjusted  Estimate  of  “Other 
Electric  Revenues”  for  year 

1951  _  $545,755  100.0000% 

(a)  From  PEPCo ’a  worksheet  D-2,  entitled  “Operating  Budget — Year  1951 
(Rev.  June  5,  1950)”  which  is  one  of  basic  worksheets  supporting  PEPCo ’s 
Exhibit  No.  12. 


1101 


Exhibit  No.  86 

Capital  Transit  Company 

POTOMAC  ELECTRIC  POWER  CO. 

Variations  Between 

District  of  Columbia  and  Maryland  Service  Characteristics 

Year  1949 

Item  Source  D.  C.  Md. 

Basic  Data 


Square  Miles  Served 

(A) 

62 

570 

Average  Customers 

(B)p.  71 

190,642 

67,286 

Total  Kilowatt  Hours  Sold 

(B)  p.  70 

1,374,625,668 

358,495,209 

Feet  of  Pole  Line,  Conduit 
Bank  and  Submarine  Cable 

(B)  p.  106,  7 

6,695,568 

10,224,192 

Feet  of  Wire  or  Cable, 
Overhead  and  Underground 

(B)  p.  106,7 

32,576,016 

37,914,096 

Derived  Data 

Customers  per  Square  Mile 

B/A 

3,075 

118 

Feet  of  Pole  Line,  Conduit 

Bank  and  Submarine  Cable 
per  Customer 

D/B 

35 

152 

Feet  of  Overhead  and 
Underground  Wire  per 
Customer 

E/B 

171 

563 

KWH  per  Foot  of  Pole  Line, 
Conduit  Bank  and  Submarine 
Cable 

C/D 

205 

35 

KWH  per  Foot  of  Overhead 
and  Underground  Wire 

C/E 

42 

9.5 

(A)  PEPCo  Prospectus  May  1950 

(B)  PEPCo  report  to  Federal  Power  Commission,  Form  1,  1949 
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Exhibit  No.  87A. 


(Revised  11/27/50) 


POTOMAC  ELECTRIC  POWER  COMPANY 


Deficiency  in  PEPCo ’s  Estimate  of  Operating  Revenues  for 

the  Year  1951.  (a) 


1.  Adjusted  estimate  of  revenue 
of  PEPCO  for  the  calendar 
year  1951  from  sales  of  electric 
energy  at  the  average  revenue 
rates  for  1950,  after  adjust¬ 
ment  for  reductions  resulting 
from  the  fuel  clause  in  rate 
schedules.  (From  page  3  of 

this  exhibit)  _  $40,837,715 

2.  Revenue  from  sales  of  elec¬ 

tric  energy  in  1951  as  esti¬ 
mated  by  PEPCo _  38,830,500 

3.  Deficiency  in  revenue  from 

sales  of  electric  energy  as 
estimated  by  PEPCo . . 

4.  Adjusted  estimate  of  PEPCo’s 

“Other  Electric  Revenues” 
for  the  year  1951.  (From  page 
2  of  this  exhibit) . . 

5.  “Other  Electric  Revenues” 

as  estimated  by  PEPCo  for  the 
year  1951  _ 


6.  Deficiency  in  “Other  Electric 
Revenues”  as  estimated  by 

PEPCo  for  the  year  1951 _  $  28,874 


7.  Deficiency  in  Total  Operating 
Revenues  for  the  calendar 
year  1951  as  estimated  bv 

PEPCo  _  $2,036,089 


$2,007,215 

$  545,755 

516,881 


(a)  Using  PEPCo ’s  estimate  of  KWH  Sales  as  adjusted  in  this  exhibit. 
Groups  of  Customers  and  individual  customers  in  *  ‘  Commercial  and  Industrial  ’ 7 
class  are  presented  on  basis  shown  in  Exhibit  85  and  PEPCo’s  worksheet  esti¬ 
mates  for  last  4  months  of  1950  and  calendar  year  1951. 

For  Corrections — See  Tr.  2017. 
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POTOMAC  ELECTRIC  POWER  COMPANY 

Adjustment  of  PEPCo’s  Estimate  of  “Other  Electric 
Revenue’ ’  for  Calendar  Year  1951. 

Comparison  of  PEPCo’-s  Budgeted  with  Actual  “Other 
Electric  Revenues” — 1st  9  Months  of  1950. 

Amount  % 

1.  “Other  Electric  Revenue” — Ac¬ 
tual  for  1st  9  Months  of  1950 _  $377,250  100.0000% 

2.  “Other  Electric  Revenues”  as 
Budgeted  by  PEPCo  for  1st  9 

Months  of  1950 _  357,291  94.7094 


3.  Under — Estimate  of  “Other 

Electric  Revenues”  in  PEPCo’s 
Budget  covering  1st  9  Months  of 
1950  _  $  19,959  5.2906% 

Adjustment  of  PEPCo’s  Esti¬ 
mate  of  “Other  Electric  Reve¬ 
nues”  for  year  1951  in  order  to 
bring  it  into  agreement  with 
Ratio  of  Budgeted  to  Actual 
for  1st  9  months  of  1950: 

1.  PEPCo’s  Estimate  of  “Other 

Electric  Revenues”  for  Year 
1951(a)  _ 

2.  Plus :  Adjustment  to  bring 

“Other  Electric  Revenues”  as 
Budgeted  and  forecast  for  1951 
into  agreement  with  ratio  be¬ 
tween  budgeted  and  actual  for 
1st  9  months  of  1950. _ 


3.  Adjusted  Estimate  of  “Other 
Electric  Revenues”  for  year 
1951  _  $545,755  100.0000% 


(a)  From  PEPCo’s  worksheet  D-2,  entitled  “Operating  Budget — Year  1951 
(Rev.  June  5,  1950)”  which  is  one  of  basic  worksheets  supporting  PEPCo’s 
Exhibit  No.  12. 


$516,881  94.7094% 


28,874  5.2906 
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POTOMAC  ELECTRIC  POWER  COMPANY 

Estimated  Revenue  from  Sales  of  Electric  Energy  for 
Calendar  Year  1951  (a) 


Sales  of  Electric 
Energy: 

Residential  . . . . - 

Commercial  and 
Industrial : 

Small  Commercial... 
Large  Commercial... 

High  Voltage  . . 

Naval  Powder 

Factory  . 

Pentagon  Building  - 
Street  and  Highway 

Lighting  . . . 

Other  Electric  Utili¬ 
ties  . . . . 

Railroads  and  Rail¬ 
ways  - _ _ 


Estimated 
KWH  Sales 
(1)  (a) 

487,897,776 

Revenue 
Rate  per 
KWH 
(2)  (a) 

2.36654c 

268,801,008 

741,411,912 

656,604,304 

2.47759 

1.62052(b) 

0.97172(b) 

18,547,496 

90,091,232 

1.42854 

1.01915 

39,184,992 

3.15198 

59,704,488 

1.00248 

100,372,792 

0.97317 

2,462,616,000 

Estimated 
Revenue 
(1  x  2) 
$11,546,296 


6,659,788 
11, 913, 599(b) 
6,290,797  (b) 

264,958 

918,165 

1,235,103 

598,526 

976,798 


$40,837,715  (Tr.  2017) 


(a)  Using  PEPCo’s  estimate  of  kilowatt  hour  sales  as  adjusted  on  page  4 
of  this  exhibit  and  the  average  revenue  rates  per  KWH  for  1950  as  computed 
on  page  7  of  this  exhibit. 

(b)  Estimated  Revenues  from  Large  Commercial  and  High  Voltage  groups 
have  been  reduced  by  $190,687  to  give  effect  to  estimated  reduction  resulting 
from  fuel  clause  adjustment  in  1951.  The  average  revenue  rates  per  KWH  for 
these  groups  after  these  reductions  are  1.60688c  for  Large  Commercial  and 
0.95808c  for  High  Voltage. 


Allocation  of  Additional  Kilowatt-Hour  Sales  to  Classes  of 

Customers  for  Year  1951 


PEPCo’s 

Estimated 

%  of 

KWH  Sales 

Adjusted  Esti¬ 
mate  of  KWH 
Sales  for  1951 

Sales  of  Electric 

KWH  Sales 

Total 

Adjustment 

(Col  1  4-  Col  3) 

Energy : 

(1) 

(2) 

(3) 

(4) 

Residential  . 

475,362,000 

19.8% 

12,535,776 

487,897,776 

Commercial  and 

Industrial : 

Small  Commercial... 

261,900,000 

10.9 

6,901,008 

268,801,008 

Large  Commercial.. 

722,355,000 

30.1 

19,056,912 

741,411,912 

High  Voltage . . 

639,700,000 

26.7 

16,904,304 

656,604,304 

Naval  Powder 

Factory  . . . 

18,041,000 

0.8 

506,496 

18,547,496 

Pentagon  Building... 

87,812,000 

3.6 

2,279,232 

90,091,232 

Street  and  Highway 

Lighting  . . 

38,172,000 

1.6 

1,012,992 

39,184,992 

Other  Electric  Utili- 

ties  . . 

58.185.000 

2.4 

1.519.488 

59.704.488 

Railroads  and  Rail- 

ways  . . . . . 

97,777,000 

4.1 

2,595,792 

100,372,792 

Total _ 

2,399,304,000 

100.0% 

63,312,000  (a)  2,462,616,000 

(a)  Total  adjustment  from  page  5.  Allocated  to  each  class  and  group  of 
sales  in  the  same  ratio  that  PEPCo’s  estimated  KWH  Sales  for  1951  for  each 
class  and  group  bear  to  total  estimated  KWH  Sales. 
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POTOMAC  ELECTRIC  POWER  COMPANY 

f 

Adjustment  of  PEPCo’s  Estimated  Kilowatt  Hour  Sales 

For  Year  of  1951 

Ratio  of  Net  KWH  Generated  to  KWH  Sales 
Actual  for  Year  1949 

No.  of  KWH 

Net  KWH  Generated  2,215,841,000  100.0%  (From  Page  5  of  PEPCo  1949 

FPC  Form  12) 

KWH  Sales -  2,095,954,530  94.6  (From  Page  91  of  PEPCo 

1949  FPC  Form  1) 

KWH  Losses _  141,146,240  5.4% 


PEPCo ’s  Estimate  for  1951 
No.  of  KWH  % 


PEPCo  ’8  Estimate 
of  Net  KWH  to  be 

Generated  . . .  2,631,000,000  100.0%  (From  PEPCo  worksheet  D-8 

PEPCo’s  Estimated  (a)) 

KWH  Sales  -  2,399,304,000  91.2  (From  PEPCo  worksheet  D-l 


-  -  (b)) 

KWH  Losses  . .  231,696,000  8.8% 


Adjustment  of  KWH  Sales  estimated  for  1951 
using  1949  ratio  of  sales  to  net  generation: 

1.  PEPCo’s  Estimated  KWH  Net  Generation  for  1951 . .  2,631,000,000 

2.  Multiplied  by  1949  Ratio  of  KWH  Sales  to  Net  Generation  .™  94.6% 

3.  Adjustment  Estimate  of  KWH  Sales _ _ _  2,488,926,000 

4.  LESS:  PEPCo’s  Estimated  KWH  Sales  for  1951 _ _  2,399,304,000 

5.  Adjustment  of  KWH  Sales  to  be  Added  to  PEPCo’s  1951 

Estimate - - -  89,622,000 


(a)  Entitled  “1951  Estimated  Fuel  and  Interchange  Cost”  one  of  basic 
worksheets  supporting  PEPCo’s  Exhibit  No.  12. 

(b)  Entitled  “Forecast  of  Customers,  Kilowatt-Hours,  and  Revenues”,  one 
of  basic  worksheets  supporting  PEPCo’s  Exhibit  No.  12. 

For  Corrections — See  Tr.  2015-2016. 
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POTOMAC  ELECTRIC  POWER  COMPANY 


Estimated  Sales  of  Electric  Energy  Kilowatt  Hour  Sales 
and  Revenue  per  Kilowatt  Hour  for  Calendar  Year 
1951.  (a) 


PEPCo’s 

PEPCo’s 

Estimated 

Estimated 

Estimated 

Revenue 

Sales  of  Electric  Energy 

Revenue 

KWH  Sales 

per  KWH 

Residential  . 

Commercial  and  Industrial: 

.  $11,215,500 

475,362,000 

2.35936c 

Small  Commercial  . 

6,444,000 

261,900,000 

2.46048 

Large  Commercial  . 

11,313,000 

6,068,500 

722,355,000 

1.56613 

High  Voltage  . 

639,700,000 

0.94865 

Naval  Powder  Factory  . 

206,000 

18,041,000 

1.14184 

Pentagon  Building  . 

883,000 

87,812,000 

1.00556 

Street  and  Highway  Lighting  . 

1,209,000 

38,172,000 

3.16724 

Other  Electric  Utilities  . 

553,000 

58,185,000 

0.95042 

Railroads  and  Raihvavs  . 

938,500 

97,777,000 

0.95984 

Total  . 

$38,830,500 

2,399,304.000 

1.61841c 

(a)  From  PEPCo’s  “Forecast  of  Customers,  Kilowatt  Hours,  and  Revenues” 
furnished  as  worksheet  basis  for  PEPCo’s  Exhibit  12. 


POTOMAC  ELECTRIC  POWER  COMPANY 

Sales  of  Electric  Energy,  Kilowatt  Hour  Sales  and  Revenue 

per  Kilowatt  Hour  for  Calendar  Year  1950.  (8  Months 
Actual — 1  Months  Estimated  by  PEPCo.  (a)) 


Estimated 


Estimated 

Estimated 

Revenue 

Sales  of  Electric  Energy 

Revenue 

KWH  Sales 

per  KWH 

Residential  . 

Commercial  and  Industrial: 

..  $10,851,871 

458,553,439 

2.36654c 

Small  Commercial  . 

6,128,281 

247,34S,367 

2.47759 

Large  Commercial  . 

10,461,305 

645,553,970 

488,005,388 

1.62052 

High  Voltage  . 

4,742,044 

0.97172 

Naval  Powder  Factory  . 

154,542 

10,818,200 

1.42854 

Pentagon  . 

924,065 

90,670,000 

1.01915 

Street  and  Highway  Lighting  . 

1,183,670 

37,553,269 

129,945,545 

3.15198 

Other  Electric  Utilities  . 

1,302,682 

1.00248 

Railroads  and  Railways  . 

933,287 

95,901,449 

0.97317 

Total  . 

$36,681,747 

2,204,349,627 

1.66406c 

(a)  Eight  months  actual  for  period  January  1, 

1950  through 

August  31, 

1950  for  “Residential”,  “Street  and  Highway  Lighting”  “Other  Electric 
Utilities”  “Railroads  and  Railways”  and  “Total”  are  from  PEPCo  report 
for  August  1950  filed  with  Public  Utilities  Commission  of  D  of  C;  the  groups 
of  customers  and  individual  customers  listed  in  the  Commercial  and  Industrial 
Class  are  from  Exhibit  No.  85  of  P.  U.  C.  Formal  Case  No.  402.  The  four 
months  estimate  for  the  period  from  September  1,  1950  through  December  31, 
1950  are  from  PEPCo’s  “Forecast  of  Customers,  Kilowatt  Hours,  and  Reve¬ 
nue”  furnished  by  PEPCo  as  worksheet  basis  for  PEPCO’s  Exhibit  12. 
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Exhibit  No.  89 

POTOMAC  ELECTRIC  POWER  COMPANY 

Excess  Amount  Paid  by  Capital  Transit  Company  for  Elec¬ 
trical  Energy  at  Actual  Rates  as  Compared  to  Rates 
that  Would  Have  Been  in  Effect  if  Capital  Transit 
Company  Had  Received  Same  Percentage  of  Rate  Re¬ 
ductions  as  Average  of  All  PEPCo  Customers 
December  1,  1933  to  June  30,  1950 


Amount 

Amount  Which 
Would  Have 

1 

Excess 

Actually 

Been  Paid 

Amount 

Period 

Paid 

(a) 

Paid 

December  1933  . 

.  $  40,587 

$  40,587 

$  — 

1934  . 

.  535,673 

416,857 

118,816 

1935  . 

.  566,907 

416,295 

150,612 

1936  . 

. . . .  536,105 

394,050 

142,055 

1937  . 

.  515,146 

365,057 

150,089 

1938  . 

.  524,286 

335,615 

188,671 

1949  . . . 

.  534,041 

338,854 

195,187 

1940  . 

.  599,870 

351,952 

247,918 

1941  . 

.  716,217 

379,585 

336,632 

1942  _ 

1,020,921 

436,115 

584,806 

1943  . 

.  1,150,128 

459,696 

690,432 

1944  . 

.  1,170,085 

428,931 

741,154 

1945  . - . 

.  1,105,610 

.  1,274,672 

403,708 

701,902 

1946  . . - . 

459,194 

464,714 

815,478 

1947  . . . 

.  1,359,408 

894,694 

1948  . 

. . .  1,324,422 

.  1,149,424 

453,506 

870,916 

1949  _ 

414,960 

734,464 

1st  6  Months  1950  - 

.  481,093 

184,475 

296,618 

Total  . 

.  $14,604,595 

$6,744,151 

$7,860,444 

(a)  Amount  which  would  have  been  paid  has  been  computed  at  rates  that 
would  have  been  in  effect  if  Capital  Transit  Company  had  received  the  benefit 
of  the  same  percentage  reductions  in  rates  enjoyed  by  the  average  of  all  PEPCo 
Customers  during  this  period,  using  1933  as  the  beginning  year  upon  which 
the  percentage  reductions  are  based. 

Excerpts  from  Exhibit  No.  95. 
COMMERCIAL  SCHEDULE  “HV” 
Availability — Available  in  the  Urban  Rate  Zone. 

Available  for  high  voltage  electric  service  used  for 
commercial  purposes,  the  Customer  providing  at  his 
own  expense  all  necessary  transformers  or  other  con¬ 
verting  apparatus,  switches,  disconnectors,  regulators, 
etc. 

Available  for  auxiliary  or  emergency  service  when 
modified  by  Rider  No.  “HV-1”. 
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Character  of  Service — The  service  supplied  under  this 
schedule  will  normally  be  alternating  current,  60  cycle, 
three  phase,  three  wire  13,200  volts  (nominal).  This 
class  of  electric  service  is  not  “regulated”  for  lighting 
purposes. 

Rate  for  Monthly  Consumption — 


Energy  Charge: 

First  50,000  kilowatt-hours . S95c  per  kwh 

Next  150,000  kilowatt-hours . 695c  per  kwh 

Consumption  in  excess  of  200,000  kilowatt-hours . .  .667c  per  kwh 

Demand  Charge: 

First  100  kilowatts  or  less  of  maximum  demand 

(minimum  charge) . . - . - .  $131.00 

Excess  of  300  kilowatts  of  maximum  demand .  $  1.01  per  kw 


The  energy  and  demand  charges  included  in  this 
schedule  are  independent  of  each  other,  together  con¬ 
stituting  the  cost  to  the  Customer  of  the  service  which 
the  Company  furnishes. 

Adjustment  for  Changes  in  the  Cost  of  Fuel — The  en¬ 
ergy  charge  will  be  increased  or  decreased  .0013  cents 
per  kilowatt-hour  for  each  one-tenth  cent  increase  or  de¬ 
crease  above  or  below  32.2  cents  per  million  BTU  in 
average  cost  of  fuel  as  burned  in  the  Company’s  power 
plants  and  charged  to  its  Fuel  Expense  Account  No.  703. 
This  adjustment  will  be  based  upon  the  average  cost  of 
fuel  during  the  second  month  preceding  that  of  the  billing 
month. 

Rider  No.  “HV-1” — Auxiliary  or  Emergency  Service — 
This  rider  is  applied  to  and  becomes  part  of  Commercial 
Schedule  “HV”  when  a  part  or  all  of  the  Customer’s 
electric  or  other  power  requirements  are  normally  sup¬ 
plied  by  hi-s  own  power  producing  equipment  and  aux¬ 
iliary  service  is  desired  for  emergency  or  abnormal 
periods.  In  such  cases,  the  Customer  shall  contract  in 
advance  for  the  maximum  number  of  kilowatts,  as  agreed 
upon,  which  the  Company  is  to  be  ready  to  supply  for  his 
use,  thi-s  number  of  kilowatts  being  called  the  “contract 
demand”.  In  case  the  monthly  maximum  metered  de¬ 
mand  exceeds  the  contract  demand,  this  metered  demand 
become  the  contract  demand  until  changed  by  mutual 
agreement. 


y 
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POTOMAC  ELECTRIC  POWER  COMPANY 

1951  Capital  Transit  Company  “Costs”  and  Basis  of 
Proposed  Rate  for  600  Volts  Direct  Current  Service 

1951  Revenue  at  Present  Rates _ _ _  $  938,000 

Increase  Authorized  by  PUC  Order  No.  3762 _  230,000 


1,168,000 

Deduct  1951  Revenue  from  Alternating  Current 
Service  at  Proposed  Commercial  Rates _  82,000 


1,086,000 

Substation  No.  2  _  $  92,700 

Substation  No.  3  _  80,100 

Substation  No.  4  _  30,700 

Substation  No.  5  _  46,700 

Substation  No.  10  _  72,500 

Substation  No.  11  _  54,200 

Substation  No.  12  _  81,900 

Substation  No.  13  _  104,100 

Substation  No.  14  _  32,100 

Substation  No.  15  _  6,900 

Substation  No.  16  _  36,600 

Substation  No.  18  _  14,200 

Substation  No.  20  _  115,800 

Substation  No.  21  _  14,000 

Substation  No.  25  _  25,800 

Substation  No.  26  _  19,600 

Substation  No.  28  _  103,600 

Substation  No.  29  _  79,600 

Substation  No.  38  . 31,300 

Substation  No.  56  _  36,800 


$1,079,200  1,079,000 


Balance  for  Conversion  Charge 1 _  $  7,000 


l  Conversion  Costs : 

Operating  Expenses  . $215,000 

Depreciation  . 42,000 

Real  Estate  &  Personal  Property  Taxes .  7,000 

Payroll  &  Unemployment  Taxes .  2,000 

Income  Taxes  . . . . . _ . .  31,OGO 

Return  @  5.5%  of  Rate  Base .  58,000 

Gross  Receipts  and  Electric  Energy  Taxes .  18,000 


$373,000 


T 
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POTOMAC  ELECTRIC  POWER  COMPANY 

Summary  for  the  System  as  a  "Whole,  Based  Upon  the  Year 
1951  of  the  Additional  Gross  Operating  Revenue,  on 
An  Annual  Basis,  Produced  by  the  Proposed  Bates 


1951  Revenue 


At  Present 

At  Proposed 

Total  Annual 

Rates 

Rates 

Revenue  Increase  Percent 

Schedule  Sales: 

Residential  . 

$11,216,000 

$11,768,000 

$  552,000 

4.9 

Commercial  Low  Voltage . 

17,757,000 

18,727,000 

970,000 

5.5 

Commercial  High  Voltage . 

7,157,000 

7,716,000 

559,000 

7.8 

Total  Schedule  Sales . 

36,130,000 

38,211,000 

2,081,000 

5.8 

Street  Lighting  . 

1,209,000 

1,475,000 

266,000 

22.0 

Street  Railways  . . . . 

938,000 

1,161,000 

223,000 

23.8 

Other  . - . - . . . - . 

429,000 

454,000 

25,000 

5.8 

Total  . . . 

$38,706,000 

$41,301,000 

$2,595,000 

6.7 

Approximate  Division  of  Increase  by  Jurisdictions  -*1 


District  of  Columbia  Maryland  Virginia 


Schedule  Sales: 

Amount  Percent 

Amount 

Percent 

Amount 

Percent 

Residential 

$  379,000 

5.5 

$174,000 

85,000 

4.1 

$  (1,000) 

(1.4) 

Commercial 

Low  Voltage . 

903,000 

6.3 

2.7 

(18,000) 

(8.2) 

Commercial 

High  Voltage . 

419,000 

8.6 

119,000 

9.1 

21,000 

2.1 

Total 

Schedule  Sales . 

1,701,000 

6.5 

378,000 

4.3 

2,000 

0.2 

Street  Lighting 

266,000 

209,000 

27.0 

. . . 

. . 

Street  Railways 
Othc^ 

23.1 

14,000 

25,000 

41.2 

5.8 

Total 

. . 

$2,176,000 

7.8 

$417,000 

4.4 

$  2,000 

0.2 

•  # 

#  • 

* 

• 

* 

# 

#  * 

I 


1111 


r 


* 


► 


T 


Item  No.  17. 

PUBLIC  UTILITIES  COMMISSION  OF  THE  DISTRICT  OF  COLUMBIA 

Order  No.  3762. 

February  12, 1951. 

P.  U.  C.  No.  3502,  Formal  Case  No.  402. 

In  the  Matter  of 

Application  of  Potomac  Electric  Power  Company  for 
Authority  to  Modify  the  Existing  Terms,  Conditions 
and  Rate  Schedules  for  Electric  Service  to  be  Fur¬ 
nished  by  It. 

Filed  Jun  29  1951 
Nature  of  Proceeding . 

On  July  28,  1950,  Potomac  Electric  Power  Company 
(hereinafter  referred  to  as  Pepco  or  the  Company)  filed 
with  this  Commission  an  application  requesting  the  issu¬ 
ance  by  the  Commission  of  an  appropriate  order  finding, 
concluding  and  determining  that  the  existing  terms,  con¬ 
ditions  and  rate  schedules  for  electric  service  to  be  fur¬ 
nished  by  the  Company,  as  modified  in  the  manner  set  forth 
in  Appendix  A  to  the  application,  are  reasonable,  fair  and 
just,  and  authorizing  the  Company  to  put  such  terms,  con¬ 
ditions  and  rate  schedules,  as  so  modified,  into  effect  on 
all  meter  readings  made  on  and  after  September  20,  1950. 

The  application  of  Pepco  is  predicated  solely  on  what  the 
Company  contends  are  the  actual  dollar  needs  of  operat¬ 
ing  income.  In  support  of  its  request,  Pepco  witnesses 
testified  as  to  their  projections  and  forecasts  of  (a)  re¬ 
quired  property  additions,  (b)  additional  capital  needs,  and 
(c)  earnings. 

The  application  sets  forth  that  the  minimum  annual  dol¬ 
lar  needs  of  earnings  of  the  Company  require  that  its  op¬ 
erating  income  (based  upon  the  test  period  employed  in 
the  Company’s  presentation  of  its  case)  be  increased  by 
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at  least  $2,120,000.  It  is  further  stated  in  the  application 
that  this  will  require  (at  tax  rates  effective  at  the  date  of 
filing)  annual  additional  operating  revenue  (based  upon 
the  test  period)  of  at  least  $3,500,000,  and  that  the  proposed 
rates  are  designed  to  produce  such  additional  revenues. 

Pursuant  to  appropriate  notice,  formal  public  hearings 
were  held  on  Pepco’s  application  on  August  21  and  22, 
September  25  and  26,  October  19,  20,  23,  24,  26  and  27,  and 
November  6,  8,  9,  20,  24,  27,  29  and  30,  1950. 

Upon  the  conclusion  of  direct  testimony,  and  cross- 
examination  thereon,  the  Commission  allowed  the  period 
from  November  30, 1950  to  December  22, 1950,  for  the  filing 
of  briefs. 

Leave  to  intervene  was  granted  to  Capital  Transit  Com¬ 
pany,  the  general  Services  Administration  of  the  United 
States  Government,  the  Federation  of  Citizens’  Associa¬ 
tions  of  the  District  of  Columbia,  and  the  Terminal  Re¬ 
frigerating  and  Warehousing  Corporation. 

In  addition  to  People’s  Counsel,  appearances  were  noted 
for  the  Willard  Hotel  Company,  and  for  the  Veterans  Co¬ 
operative  Council  Association. 

Pepco  presented  three  witnesses  in  support  of  its  appli¬ 
cation.  James  H.  Ferry,  Executive  Vice  President,  pre¬ 
sented  data  with  respect  to  the  required  expansion  program 
of  the  Company.  R.  Roy  Dunn,  Vice  President  and  Treas¬ 
urer,  testified  as  to  the  need  for  immediate  improvement 
in  the  Company’s  earnings  and  the  annual  dollar  need  of 
earnings.  Herbert  F.  G.  Main,  Rate  Engineer,  testified 
relative  to  the  proposed  modifications  of  the  existing  terms, 
conditions  and  rate  schedules  for  electric  service  furnished 
by  the  Company. 

This  Commission  presented  testimony  through  its  Execu¬ 
tive  Accountant  and  Auditor,  V.  A.  McElfresh. 

Capital  Transit  Company  cross-examined  all  witnesses, 
and  presented  several  witnesses  of  its  own;  namely,  J.  E. 
Heberle,  Vice  President  and  Comptroller,  Dean  J.  Locke, 
Staff  Engineer,  O.  E.  Penney,  Valuation  Engineer,  Robert 


1113 


E.  Harvey,  Assistant  Comptroller,  and  Thornton  W.  Owen, 
Appraiser. 

The  General  Services  Administration  also  cross-ex¬ 
amined  witnesses,  and  presented  testimony  on  rate  of  return 
and  the  proposed  rate  schedules  through  David  A.  Kosh, 
Chief  of  the  Public  Utilities  Branch,  and  James  K.  Mac¬ 
intosh,  Assistant  Chief  of  the  Public  Utilities  Branch. 

The  Federation  of  Citizens’  Associations  cross-examined 
all  witnesses,  but  did  not  present  any  evidence  on  their  own 
behalf.  The  Terminal  Refrigerating  and  Warehousing 
Corporation  presented  testimony  through  its  Supervising 
Engineer,  Walter  E.  Bernd,  and  the  Veterans  Cooperative 
Council  Association  presented  as  its  witness  Forrest  San¬ 
born. 

Representatives  from  the  State  of  Maryland  and  the 
Commonwealth  of  Virginia  were  present  at  all  of  the  hear¬ 
ings,  and  have  received  copies  of  the  transcript  and  ex¬ 
hibits  in  this  proceeding. 

Recess  was  taken  on  November  30,  1950,  to  permit  this 
Commission  to  review  the  record  and  reach  its  determina¬ 
tion  as  to  the  amount  of  increase  in  rates,  if  any,  which 
should  be  allowed  to  Pepco. 

The  Jurisdictional  Allocation  Problem. 

The  Company  furnishes  electric  service  not  only  in  the 
District  of  Columbia  but  in  adjacent  areas  in  the  State  of 
Maryland  and  in  a  small  area  in  the  State  of  Virginia. 
This  latter  area,  until  January  1, 1950,  was  formerly  served 
by  the  Company’s  wrholly-owned  subsidiary,  the  Braddock 
Light  and  Power  Company,  Incorporated.  The  merger 
of  this  former  subsidiary  into  the  Company  was  consum¬ 
mated  on  December  31,  1949,  after  full  investigation,  hear¬ 
ing  and  approval  by  this  Commission  and  by  the  State  Cor¬ 
poration  Commission  of  Virginia.  The  area  in  Virginia 
now  served  by  the  Company  is  adjacent  to  the  District  of 
Columbia  boundary  line  and  is  entirely  surrounded  on  the 
other  three  sides  by  territory  served  by  the  Virginia  Elec- 
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trie  Power  Company.  Thus,  any  future  growth  in  business 
must  flow  from  additional  building  within  this  limited  area 
rather  than  by  an  expansion  of  the  territory  served.  Fur¬ 
thermore,  building  growth  within  the  Virginia  area  is  also 
limited  by  the  fact  that  a  large  proportion  is  owned  by  the 
Federal  Government  and  occupied  principally  by  the  Penta¬ 
gon  Building.  The  Commission  is  informed  that  rates 
charged  for  electric  service  furnished  to  the  Pentagon 
Building  and  other  Government  installations  are  not  sub¬ 
ject  to  the  jurisdiction  of  the  State  Corporation  Commis¬ 
sion  of  Virginia. 

The  area  in  Maryland  served  by  the  Company  embraces 
substantial  parts  of  Montgomery  and  Prince  George’s 
Counties  adjacent  to  the  District  of  Columbia.  Exhibit  No. 
16  of  the  record  shows  the  service  area  of  the  Company  as 
well  as  the  proposed  urban  and  suburban  rate  zones.  The 
proposed  urban  rate  zone  in  Maryland  is  immediately  adja¬ 
cent  to  the  District  of  Columbia  in  Montgomery  County 
and  in  Prince  George ’s  County.  This  so-called  urban  zone 
has  been  extended  from  time  to  time  over  the  past  several 
years,  beyond  the  District  of  Columbia  boundary,  as  the 
population  density  and  urban  characteristics  of  the  Dis¬ 
trict  of  Columbia  have  extended  into  the  Company’s  Mary¬ 
land  territory. 

Two  of  the  Company’s  three  generating  stations  are 
located  in  the  District  of  Columbia;  namely,  the  Benning 
and  Buzzard  Point  generating  stations.  The  third  one,  the 
Potomac  River  Generating  Station,  is  located  in  Alexan¬ 
dria,  Virginia,  outside  of  the  area  in  Virginia  served  by 
the  Company.  The  record  shows  that  the  construction  of 
this  third  plant  was  necessitated  by  the  increased  demand 
for  service  in  the  District  of  Columbia  and  in  Maryland.  Its 
location  at  this  point  was  dictated  by  the  necessity  of  secur¬ 
ing  an  adequate  supply  of  condensing  water.  The  Company 
also  receives  and  delivers  energy  under  an  interchange 
agreement  with  the  Consolidated  Gas  Electric  Light  and 
Power  Company  of  Baltimore  principally  through  its 
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Takoma  Park  substation  which  is  located  in  Maryland,  a 
short  distance  from  the  District  of  Columbia  line.  The 
three  generating  stations  and  the  Takoma  Park  substation 
are  interconnected.  Transmission  lines  convey  energy  to 
the  various  distribution  substations  throughout  the  terri¬ 
tory  served  by  the  Company.  Many  of  these  substations 
are  located  near  the  boundary  line  between  the  District  of 
Columbia  and  Maryland  and  serve  customers  in  both  juris¬ 
dictions.  In  short,  the  Company’s  generating,  transmis¬ 
sion  and  distribution  facilities  were  designed  and  built  to 
serve  the  entire  service  area  of  the  Company.  These  facili¬ 
ties  are  operated  as  an  integrated  systeiji.  The  Company’s 
books  of  account,  while  reflecting  the  cost  of  property  by 
geographical  location,  do  not  and  cannot  show  the  cost  of 
such  property  nor  the  cost  of  operation  and  maintenance 
assignable  to  the  service  furnished  in  any  one  of  the  three 
jurisdictional  areas  served. 

The  Company,  in  presenting  its  case  for  an  increase  in 
rates,  dealt  with  the  system  as  a  whole.  The  case  presented 
by  the  Commission’s  staff  likewise  dealt  with  the  revenue 
needs  of  the  Company  as  a  whole,  and  the  reasons  for  so 
doing  were  fully  set  forth  in  the  record.  Witnesses  for 
the  Government  also  dealt  entirely  with  over-all  system  fig¬ 
ures  and  generally  subscribed  to  the  views  of  the  Commis¬ 
sion’s  witness  that  a  jurisdictional  allocation  of  cost  was 
not  necessary  to  the  determination  of  reasonable  rates  for 
the  District  of  Columbia  in  this  proceeding. 

Capital  Transit  Company,  while  it  intimated  during  the 
course  of  the  hearings  and  argued  strenuously  in  its  brief 
that  a  jurisdictional  cost  allocation  was  necessary  for  this 
Commission  to  determine  reasonable  rates  for  the  District 
of  Columbia,  presented  all  of  its  evidence  on  an  over-all 
system  basis  and  not  on  a  jurisdictional  basis. 

The  Transit  Company  also  contended  that  energy  de¬ 
livered  to  Baltimore  and  the  Pennsylvania  Railroad  under 
the  interchange  agreement  should  be  treated  as  an  inter¬ 
state  service  not  subject  to  this  Commission’s  jurisdiction. 
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Assuming,  but  no  conceding,  for  this  purpose  that  a  juris¬ 
dictional  allocation  is  necessary,  the  Commission  is  of  the 
opinion  that  the  net  cost  of  energy  delivered  to  Baltimore 
and  the  Pennsylvania  Railroad,  and  of  energy  received 
from  Baltimore  under  the  terms  of  the  interchange  agree¬ 
ment,  should  be  treated  as  a  production  expense.  This 
treatment  is  in  accord  with  the  provisions  of  Production 
Expense  Account  739 — Interchange  Power,1  of  the  Uni¬ 
form  System  of  Accounts  prescribed  by  the  Federal  Power 
Commission  and  by  this  Commission  and  adhered  to  by 
the  Potomac  Electric  Power  Company  in  accounting  for  the 
receipt  and  delivery  of  energy  under  the  interchange  agree¬ 
ment. 

While  the  Federation  of  Citizens’  Associations  argued  in 
its  brief  that  the  Commission  should  base  its  conclusions 
only  on  such  portion  of  the  operations,  expenses  and  reve¬ 
nues  of  the  Company  as  have  been  established  as  properly 
allocable  to  the  District  of  Columbia,  it  introduced  no  evi¬ 
dence  on  the  subject. 

Supplemental  to  their  original  presentation,  both  the 
Commission  witness  and  witness  for  the  Company  intro¬ 
duced  exhibits  showing  the  estimated  cost  of  service  by 
the  three  jurisdictions  served  by  the  Company  (Exhibits 
Nos.  77  and  84,  respectively).  In  commenting  on  Exhibit 
No.  77,  the  Commission  witness  stated  that  the  allocations 
made  by  him  were  of  a  general  nature  and  were  intended 
only  as  a  general  guide  in  apportioning  any  increase  in 
rates.  The  Company’s  Exhibit  No.  84  is  premised  upon  the 
same  general  theories  used  in  the  compilation  of  its  Exhibit 
No.  31,  The  Cost  of  Service  Study  by  Classes  of  Service.  It 
contains  voluminous  detailed  calculations  and,  as  is  the 

l  The  text  of  this  account  reads  as  follows : 

A.  This  account  shall  include  the  amounts  charged  or  credited  under  inter¬ 
change  agreements  whereby  the  accounting  utility  both  delivers  energy  to  and 
receives  energy  from  another  for  the  purpose  of  achieving  efficient  utilization 
of  productive  capacity. 

B.  Payments  or  receipts  for  energy  received  or  delivered  under  firm  or  sur¬ 
plus  sales  agreements  shall  not  be  included  herein. 

C.  The  records  shall  show,  by  months,  the  charges  and  credits  under  each 
interchange  agreement. 
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case  in  any  allocation  study,  particularly  one  involving  an 
electric  utility  operating  an  integrated  system,  is  premised 
upon  numerous  assumptions.  The  detailed  allocation 
method  used  by  the  Company  indicates  that  slightly  less 
than  71%  of  the  total  cost  of  furnishing  electric  service, 
including  a  return  on  rate  base  at  both  existing  rates  and 
at  rates  proposed  by  the  Company,  is  assignable  to  the 
District  of  Columbia.  The  Commission’s  witness,  using 
three  factors;  namely,  revenues  from  sale  of  energy,  kilo¬ 
watt  hour  sales,  and  average  demands,  arrived  at  approxi¬ 
mately  73.5%  on  a  composite  basis,  as  the  proportion  of 
total  cost  assignable  to  the  District  of  Columbia. 

It  is  important  to  call  attention  to  the  fact  that  from  1925 
until  1947  the  rates  charged  for  electric  service  by  the 
Potomac  Electric  Power  Company,  with  few  exceptions, 
were  reduced  annually  under  the  operation  of  a  Sliding 
Scale  Arrangement.  Under  that  Arrangement  the  return 
earned  by  the  Company  as  a  whole  in  excess  of  the  allowed 
return  was  used  as  a  measure  of  the  amount  of  rates  reduc¬ 
tions  to  be  applied  in  the  succeeding  year.  The  amount  of 
such  reductions  was  generally  apportioned  between  con¬ 
sumers  in  the  District  of  Columbia  and  consumers  in  Mary¬ 
land  in  relation  to  kilowatt  hour  sales,  revenues,  or  a  com¬ 
bination  of  these  two  factors.  As  a  result  of  the  reductions 
in  rates  indicated  by  the  operation  of  the  Sliding  Scale  Ar¬ 
rangement,  new  rates  were  authorized  by  this  Commission 
for  the  District  of  Columbia  and  by  the  Public  Service 
Commission  of  Maryland  for  the  Maryland  customers  of 
the  Company  which  wmuld  produce  the  reduced  revenues 
for  the  system  as  a  whole.  Thus,  the  rates  charged  for 
electric  service  by  the  Company  have  a  long  history  of 
regulation  on  an  over-all  or  system  basis.  One  of  the 
orders  of  this  Commission  (No.  2796)  involving  a  decrease 
in  rates  of  over  one  million  dollars  and  substantial  modifi¬ 
cations  of  the  Sliding  Scale  Arrangement,  was  appealed 
from,  and  both  the  District  Court  and  the  Court  of  Ap¬ 
peals  for  the  District  of  Columbia  upheld  the  findings  of  the 
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Commission  which  were  premised  upon  a  system  determi¬ 
nation.  The  Supreme  Court  denied  certiorari. 

The  Commission ’s  authority  to  fix  rates  charged  for  elec¬ 
tric  service  by  the  Company  is  limited  to  the  District  of 
Columbia.  This  does  not  mean,  however,  that  the  Commis¬ 
sion  must  blind  itself  to  the  operations  of  the  Company 
as  a  whole  in  appraising  its  revenue  needs.  From  such 
an  appraisal  the  Commission  can  prescribe  rates  which 
will  equitably  apportion  any  needed  increase  to  the  Dis¬ 
trict  of  Columbia  customers  of  the  Company.  As  indicated 
by  the  foregoing  discussion,  this  has  been  successfully 
done  over  a  long  period  of  years,  and  there  is  no  apparent 
reason  why  the  same  process  will  not  work  equally  as  well 
in  the  instant  case.  To  depart  from  this  proven  practical 
method,  and  to  rely  entirely  upon  a  jurisdictional  cost 
study  with  all  of  its  necessary  assumptions  and  inherent 
uncertainties  as  to  accuracy,  in  the  opinion  of  the  Commis¬ 
sion,  would  be  a  backward  step  in  the  regulatory  process 
and  would  result  in  needless  delay  and  expense  without 
providing  any  assurance  that  the  over-all  results  obtained 
wmuld  be  equitable  to  the  Company  or  consumers  as  a 
whole.  The  Commission  believes  that  this  type  of  coop¬ 
erative  procedure  is  conducive  to  effective  regulation,  and 
consequently  of  greater  benefit  to  the  public.  There  is  no 
doubt  that  the  operation  of  the  Company’s  facilities  on  an 
integrated  basis  in  serving  the  three  jurisdictions  is  more 
economical  than  furnishing  this  service  to  each  jurisdiction 
by  separate  generating,  transmission  and  distribution  fa¬ 
cilities.  In  the  opinion  of  the  Commission,  it  follows  that 
effective  and  equitable  regulation  requires  consideration 
of  system  operations. 

Construction  Program  and  Related  Financing. 

Detailed  information  was  submitted  by  Pepco  relative 
to  its  current  construction  program.  The  exhibits  pre¬ 
sented  by  the  Company  reflect  the  following : 
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The  actual  gross  additions  to  electric  plant  for  the  three 
years  1947,  1948  and  1949  totalled  $50,924,000,  as  shown 
in  the  following  tabulation: 

1947  $11,854,000 

1948  15,533,000 

1949  23,537,000 

Total  $50,924,000 

The  foregoing  figure  includes  additions  to  electric  plant 
made  by  Pepco’s  former  wholly-owned  subsidiary,  Brad- 
dock  Light  and  Power  Company,  Incorporated,  which  Com¬ 
pany  was  merged  into  Pepco  on  December  31,  1949. 

The  gross  additions  to  electric  plant,  which  the  Company 
presently  estimates  will  be  required  for  each  of  the  years 
1950  to  1954,  inclusive,  are  set  forth  below.  For  each  of 
the  years  1951  to  1954,  inclusive,  provision  has  been  made 
in  the  estimates  for  general  price  increases  which,  in  the 
opinion  of  the  Company,  will  have  the  effect  of  increasing 
the  cost  of  plant  additions  as  originally  calculated  at  June, 
1950  price  levels. 


Provision  for 

Total 

At  June  1950 

General  Price 

Estimated 

Price  Levels 

Increases 

Cost 

1950 

$13,605,000 

$ 

$13,605,000 

1951 

15,421,000 

771,000 

16,192,000 

1952 

18,053,000 

1,805,000 

19,858,000 

1953 

12,622,000 

1,262,000 

13,884,000 

1954 

14,890,000 

1,489,000 

16,379,000 

$74,591,000 

$5,327,000 

$79,918,000 

To  indicate  the  categories  into  which  various  estimated 
gross  expenditures  would  fall,  the  Company  broke  down 
its  aggregate  estimate  of  $74,591,000  at  present  price 
levels,  into  the  following  groups: 

Group  “A” — Direct  expenditures  to  provide  service  to 
customers  are  estimated  at  $21,563,000,  and  include  cus- 
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tomer  services,  meters,  transformers  and  street  lighting 
poles,  fixtures  and  extensions,  all  of  which  will  be  required 
by  the  addition  of  new  customers  to  the  lines  or  to  make 
necessary  changes  to  existing  customers  service. 

Group  “B” — Includes  expenditures  for  added  produc¬ 
tion,  transmission  or  distribution  facilities,  estimated  to  be 
required  for  the  increasing  demands  of  present  and  new 
customers,  totalling  $44,341,000. 

Group  “  C  ” — Includes  estimated  expenditures  for  trans¬ 
mission  and  distribution  facilities  to  be  relocated  or  in¬ 
stalled  in  advance  of  street  widening,  repaving,  and  other 
public  works,  in  the  amount  of  $5,337,000. 

Group  “D” — Covers  estimated  expenditures  for  general 
plant,  such  as  Offices,  Storerooms,  Office  Equipment,  Trans¬ 
portation,  Tools  and  Work  Equipment,  and  Communica¬ 
tion  Equipment,  amounting  to  $3,350,000. 

Dealing  with  the  period  under  particular  consideration 
in  these  proceedings,  Pepco  set  forth  the  actual  gross  ad¬ 
ditions  to  plant  by  months  for  the  six  months  ended  June 
30,  1950,  and  the  estimated  gross  additions  for  the  remain¬ 
ing  months  of  1950  and  for  the  year  1951.  These  items 
are  reflected  in  the  following  tabulation: 

Gross  Additions 


Month 

Year  1950 

Year  1951 

January  . . . . 

$  1,113,000 

$  941,000 

February  _ 

868,000 

962,000 

March  _ _ 

1,418,000 

1,011,000 

April  _ _ : 

1,247,000 

1,122,000 

May  _ 

1,550,000 

1,182,000 

June  . . - . — 

1,187,000 

1,499,000 

July  - - — 

1,270,000 

1,452,000 

August  — - . — 

1,538,000 

1,529,000 

September  _ 

1,144,000 

1,535,000 

October  _ 

742,000 

2,274,000 

November  _ _ _ 

845,000 

1,423,000 

December  _ 

683,000 

1,262,000 
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In  presenting  his  views  with  respect  to  the  financing 
which  will  be  necessary  in  order  to  make  possible  the  pro¬ 
posed  new  construction  and  extension  of  facilities,  the 
Pepco  witness  first  reviewed  recent  developments  in  these 
two  phases  of  the  Company’s  business.  According  to  the 
record,  the  total  postwar  expansion  program  of  Pepco 
for  the  years  1947  through  1954  will  amount  to  approxi¬ 
mately  $130,000,000,  of  which  sum  about  $64,529,000  will 
have  been  spent  by  December  31,  1950.  The  Company  ex¬ 
pects  that  the  construction  program  for  1951  and  1952  will 
involve  expenditures  of  $16,192,000  and  $19,858,000,  respec¬ 
tively,  and  that  the  balance  of  $30,263,000  will  be  expended 
during  the  years  1953  and  1954. 

Of  the  total  expenditures  made  and  to  be  made  for  the 
four-year  period  1947  through  1950,  amounting  to  $64,- 
529,000,  the  Company  has  financed  $58,708,000  by  the  sale 
of  additional  securities,  and  $5,821,000  was  generated  in¬ 
ternally. 

The  types  and  amounts  of  securities  sold  during  the 
years  1947  to  1950,  inclusive,  include : 

2%  Bank  Loan  Notes,  issued  April 
1,  1947  and  due  April  1,  1952  ($6,- 

000,000  presently  outstanding) _ 

First  Mortgage  Bonds,  3%  Series, 
dated  January  1,  1948  and  due 

January  1,  1983 _ 

First  Mortgage  Bonds,  2%%  Series, 
dated  May  1,  1949  and  due  May  1, 

1984  _ 

Common  Stock  —  592,250  shares 

issued  in  May  1949 _ 

First  Mortgage  Bonds,  2%%  Series 
dated  May  1,  1950  and  due  May  1, 

1985  _ 

Common  Stock  —  710,700  shares 

issued  in  May  1950. _ 


$  6,000,000 

15,000,000 

10,000,000 

7,403,125 

10,000,000 

10,305,150 


Total  _ 


....  $58,708,275 
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The  witness  estimated  that,  in  order  to  meet  the  con¬ 
struction  program  involving  expenditures  of  $36,000,000 
for  the  years  1951  and  1952,  approximately  $16,000,000  to 
$17,000,000  will  be  obtained  from  the  sale  of  securities 
during  that  period.  In  addition,  $6,000,000  principal  amount 
of  2%  Bank  Loan  Notes  must  be  paid  on  or  before  April 

1,  1952.  Thus,  according  to  the  witness,  the  amount  of 
long-term  and  permanent  financing  necessary  will  amount 
to  at  least  $22,000,000.  In  the  opinion  of  the  witness,  as¬ 
suming  that  the  requested  upward  revision  of  rates  becomes 
effective,  it  may  be  possible  for  the  Company  to  finance  its 
1951  needs  from  funds  obtained  by  the  issuance  of  short¬ 
term  bank  loan  notes,  which  would  be  repaid  by  the  sale 
of  additional  bonds  and  common  stock  in  November,  1951. 
Thus,  the  probable  financing  is  reflected  in  November,  1951 
and  comprises  $11,000,000  principal  amount  of  bonds  and 
852,840  shares  of  common  stock,  at  a  ratio  of  one  to  each 
five  shares  presently  outstanding,  to  produce  approxi¬ 
mately  $11,000,000.  If  expenditures  for  Unit  No.  3  of  the 
Potomac  River  Plant  will  be  required,  it  will  be  necessary, 
in  the  opinion  of  the  witness,  to  increase  accordingly  the 
total  amount  of  financing  to  be  done. 

It  will  be  noted  that  column  (4)  of  page  2  of  Exhibit  No. 

2,  which  contains  the  details  of  estimated  additions  of 
$18,053,000  to  plant  for  the  year  1952,  reflects  an  estimate 
of  $7,400,000  for  No.  3  and  No.  4  units  at  the  Potomac 
River  plant.  The  record  shows  that  no  action  would  be 
taken  by  the  Company  with  respect  to  these  units  until  the 
peak  loads  of  1951  were  experienced  and  supported  the 
Company’s  belief  that  such  units  would  be  needed.  Fur¬ 
thermore,  it  has  been  testified  that  this  amount  has  not  been 
included  in  the  aggregate  sum  of  $22,000,000  which  must 
be  financed  during  the  year  1951. 

Comparison  of  Capitalization ,  Total  Property ,  and  Rate 
Base. 

The  Company  witness  presented  data,  as  revised,  with 
respect  to  the  relative  growth  in  total  capitalization,  total 
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property  and  plant,  and  the  rate  base  of  the  Company  as 
computed  under  the  depreciated  original  cost  formula  of 
this  Commission,  from  which  the  following  statistics  have 
been  taken  (dollar  amounts  in  thousands) : 


Total  Total  Property  Rate  Base 

Date  Capitalization  and  Plant  Unweighted  Weighted 

Dec.  31,  1946  $  86,918  $113,837  $  85,705  $  85,030 

Dec.  31,  1947  96,173  124,432  95,804  88,316 


Dec. 

31, 

1948 

111,940 

Dec. 

31, 

1949 

130,178 

Jan. 

31, 

1950 

130,967 

Feb. 

28, 

1950 

130,491 

Mar. 

31, 

1950 

130,879 

Apr. 

30, 

1950 

131,266 

May 

31, 

1950 

144,414 

June 

30, 

1950 

144,708 

July 

31, 

1950 

145,087 

Aug. 

31, 

1950 

144,318 

Sept. 

30, 

1950 

144,618 

Oct. 

31, 

1950 

144,896 

Nov. 

30, 

1950 

144,185 

Dec. 

31, 

1950 

144,568 

Mar. 

31, 

1951 

144,759 

June 

30, 

1951 

154,650 

Sept. 

30, 

1951 

154,648 

Dec. 

31, 

1951 

160,589 

131,317  103,582  101,616 

137,325  105,951  104,897 

163,885  132,849  107,278 

164,683  132,854  109,668 

166,063  134,261  112,119 

167,203  135,469  114,659 

168,584  137,037  117,275 

169,719  137,847  119,973 

170,854  138,760  122,722 

172,257  139,939  125,542 

173,266  140,722  128,442 

173,873  141,099  131,417 

174,583  141,579  134,435 

175,133  141,894  137,445 

177,747  143,692  139,903 

181,250  146,371  142,083 

185,466  149,750  144,260 

190,125  153,560  146,926 


The  witness  called  attention  to  the  fact  that  total  prop¬ 
erty  and  plant  increased  from  $113,837,000  at  December  31, 
1946  to  $169,719,000  at  June  30,  1950,  an  increase  of  $55,- 
882,000,  or  49% ;  while  total  capitalization  rose  from  $86,- 
918,000  at  December  31,  1946,  to  $144,708,000,  an  increase 
of  $57,790,000,  or  66%. 

The  witness  also  pointed  out  that  the  weighted  rate  base 
at  June  30, 1950,  or  $119,973,000,  as  adjusted,  was  consider¬ 
ably  less  than  the  total  capitalization  of  $144,708,000  at 
the  same  date. 

The  subject  of  the  Company’s  rate  base  will  be  discussed 
fully  hereinafter. 
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Earnings. 

Among  other  data,  the  Company  presented  a  statement 
(Exhibit  No.  5,  page  3)  which  reflects  the  results  which  the 
Company  anticipates  will  exist  under  present  rate  levels. 
It  is  stated  that  these  anticipated  results  have  been  de¬ 
veloped  under  the  Company’s  continuing  operating  budget 
control  and  forecasting  procedures.  The  pertinent  figures 
with  respect  to  the  12-month  periods  ending  January  31, 
1950  through  December  31,  1951,  are  as  follows  (dollars 
stated  in  thousands) : 


% 

Gross 

Earnings 

12- 

Month 

Total 

Available 

Income 

per  Share 

Period 

Operating 

Gross 

for  Common 

of  Total 

Common 

Ending 

Revenue 

Income 

Stock  Capitalization 

Stock 

Jan. 

31, 

1950 

$35,337 

$6,368 

$3,736 

4.9 

$1.05  . 

Feb. 

28, 

1950 

35,424 

6,345 

3,684 

4.9 

1.04 

Mar. 

31, 

1950 

35,659 

6,399 

3,715 

4.9 

1.05 

Apr. 

30, 

1950 

35,859 

6,447 

3,745 

4.9 

1.05 

May 

31, 

1950 

36,053 

6,416 

3,704 

4.4 

.87 

June 

30, 

1950 

36,245 

6,399 

3,687 

4.4 

.87 

July 

31, 

1950 

36,395 

6,352 

3,634 

4.4 

.85 

Aug. 

31, 

1950 

36,453 

6,290 

3,567 

4.4 

.84 

Sept. 

30, 

1950 

36,533 

6,178 

3,450 

4.3 

.81 

Oct. 

31, 

1950 

36,720 

6,217 

3,483 

4.3 

.82 

Nov. 

30, 

1950 

36,930 

6,306 

3,567 

4.4 

.84 

Dec. 

31, 

1950 

37,148 

6,546 

3,802 

4.5 

.89 

Jan. 

31, 

1951 

37,340 

6,537 

3,789 

4.5 

.89 

Feb. 

28, 

1951 

37,537 

6,544 

3,799 

4.5 

.89 

Mar. 

31, 

1951 

37,566 

6,527 

3,786 

4.5 

.89 

Apr. 

30, 

1951 

37,627 

6,475 

3,736 

4.5 

.88 

May 

31, 

1951 

37,721 

6,495 

3,761 

4.5 

.88 

June 

30, 

1951 

37,855 

6,534 

3,779 

4.2 

.89 

July 

31, 

1951 

38,077 

6,563 

3,787 

4.2 

.89 

Aug. 

31, 

1951 

38,388 

6,635 

3,839 

4.3 

.90 

Sept. 

30, 

1951 

38,711 

6,685 

3,868 

4.3 

.91 

Oct. 

31, 

1951 

38,956 

6,726 

3,888 

4.3 

.91 

Nov. 

30, 

1951 

39,151 

6,727 

3,872 

4.2 

.76 

Dec. 

31, 

1951 

39,347 

6,731 

3,858 

4.2 

.75 

The  witness  explained  that  the  dilution  of  earnings  from 
$1.05  per  share  to  87c  per  share  early  in  1950  resulted  from 
the  sale  of  710,700  shares  of  common  stock  in  May  1950.  He 


further  stated  that  it  is  anticipated  that  earnings  will  vary 
between  81c  and  91c  per  share  until  the  further  dilution 
which  is  expected  to  result  from  the  contemplated  sale  of 
common  stock  in  1951,  whereby  estimated  earnings  will 
drop  to  75c  per  share  at  December  31,  1951,  if  the  existing 
rates  remain  in  effect. 

The  witness  also  explained  that  the  expense  figures  con¬ 
tained  in  his  exhibits  for  the  year  1950  were  based  upon 
departmental  operating  budget  estimates.  However,  since 
such  departmental  estimates  were  not  available  beyond  the 
year  1950,  it  was  necessary  to  forecast  the  operating  ex¬ 
penses  for  the  year  1951  on  the  basis  of  experience  and  an¬ 
ticipated  cost  trends.  Specifically,  the  witness  explained 
that  the  original  1950  budget  estimate  in  dollars  for  each 
of  the  groups  of  expenses  was  divided  by  the  original  esti¬ 
mated  annual  revenue  from  the  sale  of  current,  to  deter¬ 
mine  the  percentage  relationship  of  each  class  of  expenses 
to  the  total  estimated  revenue.  The  resulting  percentages 
were  then  applied  to  the  original  estimated  revenue  for  the 
year  1951,  or  $40,010,000.  However,  the  amount  of  the 
estimated  revenue  for  1951  which  was  actually  used  in  the 
preparation  of  the  Company’s  exhibits  was  $38,830,500. 
In  spite  of  this  difference,  the  relationship  of  1951  esti¬ 
mated  expenses  to  the  original  estimated  revenue  of  $40,- 
010,000  was  not  reduced  when  the  revised  estimate  of  1951 
revenue  was  determined  to  be  $38,830,500. 

The  record  shows  that  the  aggregate  estimate  of  trans¬ 
mission,  distribution,  and  certain  other  expenses  for  the 
year  1951  would  have  been  substantially  lower  than  that 
employed  by  the  Company  in  its  exhibits,  if  the  actual  re¬ 
lationship  of  such  expenses  to  revenue  had  been  used  and 
this  relationship  had  been  applied  to  the  revised  estimate 
of  1951  revenue. 

Based  upon  the  assumption  that  the  new  rates  proposed 
by  the  Company  would  be  placed  in  effect  in  October,  1950, 
Pepco’s  witness  submitted  data  with  respect  to  earnings 
which  might  be  anticipated  for  the  12-month  periods  end- 
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ing  October  31,  1950  through  December  31,  1951.  These 
figures  are  reflected  in  the  following  tabulation: 


% 

Gross 

Earnings 

12 

!-Month 

Total 

Available 

Income 

per  Share 

Period 

Operating 

Gross 

for  Common 

of  Total 

Common 

Ending 

Revenue 

Income 

Stock  Capitalization 

Stock 

Oct. 

31, 

1950 

$37,003 

$6,386 

$3,652 

4.4 

$  .86 

Nov. 

30, 

1950 

37,508 

6,651 

3,912 

4.6 

.92 

Dec. 

31, 

1950 

38,028 

7,071 

4,327 

4.9 

1.01 

Jan. 

31, 

1951 

38,528 

7,244 

4,495 

5.0 

1.05 

Feb. 

28, 

1951 

39,037 

7,434 

4,690 

5.1 

1.10 

Mar. 

31, 

1951 

39,366 

7,595 

4,854 

5.2 

1.14 

Apr. 

30, 

1951 

39,715 

7,712 

4,974 

5.3 

1.17 

May 

31, 

1951 

40,097 

7,902 

5,168 

5.4 

1.21 

June 

30, 

1951 

40,524 

8,114 

5,360 

5.2 

1.26 

July 

31, 

1951 

41,067 

8,328 

5,oo3 

5.3 

1.30 

Aug. 

31, 

1951 

41,703 

8,588 

5,792 

5.o 

1.36 

Sept. 

30, 

1951 

42,349 

8,825 

6,00S 

5.6 

1.41 

Oct. 

31, 

1951 

42,624 

8,878 

6,040 

5.7 

1.42 

Nov. 

30, 

1951 

42,848 

8,890 

6,034 

5 .5 

1.18 

Dec. 

31, 

1951 

43,070 

8,901 

6,028 

0.0 

1.18 

The  Company  witness  adopted  the  12-month  period  end¬ 
ing  June  30, 1951  as  the  test  period  for  the  purposes  of  this 
proceeding.  Two  reasons  for  this  were  given  by  the  wit¬ 
ness,  in  the  following  terms: 

First,  having  information  as  to  the  deficiency  in  earnings 
of  the  past  and  the  significant  downward  trend  being  ex¬ 
perienced  in  recent  years,  it  was  deemed  important  to  pro¬ 
ject  earnings  at  least  a  year  ahead.  The  Company  believed 
that  its  annual  dollar  needs  could  best  be  demonstrated  to 
the  Commission  by  basing  it  on  the  foreseeable  future.  In 
this  way,  factors  such  as  growth  in  sales  are  taken  into  con¬ 
sideration  which  are  not  present  when  the  test  period  is 
sometime  past. 

Second,  it  is  contemplated  that  the  Company’s  next 
major  financing  will  have  to  be  done  sometime  in  the  last 
half  of  1951.  It  is,  therefore,  most  important  and  abso¬ 
lutely  necessary  that  Pepco’s  earnings  be  improved  sub- 
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stantially  by  the  end  of  June,  1951,  since  such  financing  to 
be  successfully  accomplished  must  be  based  primarily  upon 
such  earnings.  The  financing  to  be  done  in  1951  will  prob¬ 
ably  be  based  upon  a  prospectus  containing  financial  state¬ 
ments  for  the  period  ending  June  30,  1951. 

The  Pepco  witness  coupled  with  his  testimony  relating  to 
the  “end  result”  standards,  his  views  as  to  the  amount  of 
earnings  required  in  anticipation  of  the  issuance  of  addi¬ 
tional  securities  (Exhibit  No.  9).  In  this  connection,  he 
stated  that  in  both  the  1949  and  1950  sales  of  common  stock 
by  the  Company,  the  principal  question  which  interested 
all  concerned  centered  around  the  earnings  before  the  sale 
of  additional  shares  and  the  pro  forma  earnings  reflecting 
the  sale  of  such  additional  shares,  with  all  interest  require¬ 
ments  on  debt  securities  being  stated  on  an  annual  basis. 
Exhibit  No.  9  reflects  the  witness’  estimate,  based  upon 
the  test  period  ending  June  30,  1951,  of  the  amount  of  total 
operating  revenue  which  would  be  required  to  provide  suf¬ 
ficient  income  available  for  common  stock  to  allow  a  divi¬ 
dend  of  90c  per  share,  both  before  and  after  contemplated 
financing,  on  payout  bases  of  70%,  75%,  80%  and  85%. 
The  results  applicable  to  common  stock  on  payouts  of  70%, 
75%  and  80%  after  financing  are  summarized  in  the  fol¬ 
lowing  tabulation: 

70%  Payout  75%  Payout  80%  Payout 

Before  After  Before  After  Before  After 

Financing  Financing  Financing  Financing  Financing  Financing 

Earnings  per 

share  $1.57  $1.29  $1.47  $1.20  $1.38  $1.12 

Number  of 

shares  4,264,200  5,117,040  4,264,200  5,117,040  4,264,200  5,117,040 

The  payout  percentages  in  each  of  the  columns  headed 
“Before  Financing”  are  57%,  61%  and  65%,  respectively. 

The  Pepco  witness  also  presented  an  exhibit  (No.  10) 
which  is  based  upon  the  test  period  he  adopted  (12  months 
ending  June  30,  1951)  showing  a  comparison  of  the  esti¬ 
mated  earnings  under  existing  rates  with  those  which 
would  result  after  giving  effect  to  the  estimated  increase, 
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on  an  annual  basis,  under  the  rates  proposed  by  the  Com¬ 
pany.  The  details  of  Exhibit  No.  10  are  as  follows: 


Giving  Effect 
to  Annual 
Existing  Increase  in 
(Dollar  Amounts  in  Thousands)  Rates  Revenues 

Operating  Revenues  _  $37,855  $41,357 

Operating  Revenue  Deductions 

Operating  Expenses  _  $21,671  $21,671 

Depreciation  _  4,415  4,415 

Taxes  _  5,191  6,616 

Total  _  $31,277  $32,702 

Net  Operating  Revenue _  $  6,578  $  8,655 

Income  Adjustments,  Sliding 
Scale  _  _  _ 

Total  Utility  Operating  Income _  $  6,578  $  8,655 

Other  Income  and  Deductions..  (44)  (44) 

Gross  Income  _  $  6,534  $  8,611 

Total  Interest  Charges _  2,350  2,350 

Net  Income  _  $  4,184  $  6,261 

Preferred  Dividends  _  405  405 

Balance  Applicable  to  Common 
Stock  _  $  3,779  $  5,856 


The  Pepco  witness  also  presented  an  exhibit  (No.  11) 
purporting  to  show  the  amount  of  earnings  that  would  pro¬ 
duce  the  basis  return  allowable  under  the  Modified  Sliding 
Scale  Plan  promulgated  by  this  Commission.  This  state¬ 
ment  shows  that  at  the  end  of  the  test  period  adopted  by 
the  witness  (12  months  ending  June  30,  1951)  the  gross 
income  would  be  3.3  times  the  total  interest  requirements. 
The  earnings  for  the  test  period  would  amount  to  $1.18  per 
share  of  common  stock,  and  as  of  December  31,  1951,  after 
the  contemplated  financing,  these  earnings  would  be  diluted 
to  about  $1.00  per  share.  In  the  opinion  of  this  witness,  the 
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earnings  per  share  of  common  stock  produced  by  the  basic 
return  does  not  provide  a  sufficient  coverage  above  the 
established  dividend  of  90c  per  share  of  common  stock. 

The  Commission  witness  presented  an  exhibit  (No.  44) 
which  contains  essentially  the  same  information  for  each  of 
the  12-month  periods  from  January  31,  1949  through  De¬ 
cember  31,  1951  as  that  shown  on  page  2  of  the  Pepco  wit¬ 
ness’  Exhibit  No.  11.  In  addition,  the  Commission  witness 
computed  the  earnings  per  share  of  common  stock  on  the 
average  number  of  shares  outstanding  during  each  of  thes 
periods.  He  points  out  that  total  utility  operating  income 
has  shown  a  constant  and  continuing  increase;  and  that 
earnings  at  the  level  of  the  basic  return  allowable  on  the 
Company’s  rate  base  show  a  continuing  improvement  in 
interest  coverage.  Exhibit  No.  44  also  indicates  that,  in 
spite  of  substantial  increases  in  the  number  of  shares  of 
common  stock  outstanding,  the  earnings  per  share,  when 
computed  on  the  average  number  of  shares  outstanding  for 
each  of  the  periods  to  coincide  with  dividend  payments,  re¬ 
main  fairly  constant,  varying  from  a  low  of  $1.08  per  share 
to  a  high  of  $1.19  per  share. 

The  Commission  witness  further  explained  that,  for  the 
12-month  period  ending  December  31,  1951,  the  earnings 
per  share  on  the  average  number  of  shares  contemplated  by 
the  Company  to  be  outstanding  during  that  period  (4,447,- 
410  shares)  would  be  $1.15  per  share  with  earnings  at  the 
level  of  5%%  of  the  rate  base,  as  compared  with  exactly 
the  same  earnings  for  the  12-month  period  ended  January 
31,  1949,  also  determined  with  earnings  at  the  level  of 
5 Vo%  of  the  rate  base,  when  only  2,961,250  shares  were  out¬ 
standing.  In  the  opinion  of  this  witness,  his  Exhibit  No. 
44  shows  that  earnings  at  the  level  of  5%%  of  the  rate 
base  would  provide  an  amount  available  for  common  stock 
which  would  be  ample  to  meet  the  90c  dividend  require¬ 
ments  and  provide  accretions  to  surplus  ranging  from  20 
to  32%  of  the  dividend.  This  exhibit  also  indicates,  ac¬ 
cording  to  the  testimony  of  the  Commission  witness,  that 
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the  dilution  in  earnings  indicated  by  a  computation  which 
embraces  the  number  of  shares  outstanding  at  the  end  of 
a  period  during  which  new  and  additional  shares  are  issued, 
does  not  actually  materialize.  In  other  words,  the  growth 
in  earnings  available  for  the  additional  shares  is  fairly 
comparable  to  the  growth  in  the  number  of  shares  of  com¬ 
mon  stock  computed  on  the  average  basis,  in  spite  of  the 
fact  that  the  common  stock  issued  by  the  Company  in  May, 
1949  and  in  May,  1950  was  in  substantial  part  for  construc¬ 
tion  needs  w’hich  were  not  immediately  reflected  in  the 
rate  base. 

Additional  data  contained  in  Exhibit  No.  44,  in  the  opin¬ 
ion  of  the  Commission  witness,  indicate  that  a  return  of 
5V2  %  on  the  rate  base  of  the  Company  will  provide  suf¬ 
ficient  return  to  cover  interest  and  preferred  dividends, 
and  a  balance  representing  a  fair  return  on  equity  capital. 
This  statement  shows  that  on  the  basis  of  such  an  allow¬ 
able  return,  the  percentage  return  on  equity  capital, 
weighted  for  each  of  the  periods  covered,  is  in  all  cases  well 
above  the  8%  which  was  found  by  this  Commission  to  be 
reasonable  when  it  established  the  basic  return  of  5*4% 
to  be  allowed  this  Company. 

"With  respect  to  the  position  of  the  Pepco  witness  that 
the  return  to  the  Company  should  fall  within  the  range  of 
from  51/4%  to  6M>%  of  total  capitalization,  the  Commis¬ 
sion  witness  presented  the  following  testimony. 

If  these  criteria  had  been  adopted  in  past  periods,  a  re¬ 
turn  of  61/4%  on  the  total  capitalization  of  Pepco  at  April 
30,  1949  (just  prior  to  the  financing  which  was  consum¬ 
mated  in  May  1949)  would  have  amounted  to  $7,319,000; 
and  the  amount  available  for  common  stock  capital  would 
have  been  $4,910,000,  which  would  have  provided  a  return 
of  14.7%  on  the  average  equity  capital  of  $33,405,000  out¬ 
standing  during  the  12-months’  period  ended  April  30, 
1949.  Applying  the  return  at  the  bottom  of  the  range,  or 
5V>%,  to  total  capitalization  at  May  31,  1949,  which  would 
include  the  new  securities  issued  during  the  month  of  May, 
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would  have  provided  gross  income  of  $7,118,000,  which 
would  make  available  $4,684,000  for  equity  capital,  or  a  re¬ 
turn  of  13.9%  on  the  average  equity  capital  outstanding 
during  the  12-months ’  period  ended  May  31,  1949. 

Similar  results  would  have  been  attained  with  respect 
to  the  12-months  ’  periods  ended  April  30,  1950  and  May  31, 
1950.  It  will  be  recalled  that  a  substantial  amount  of  financ¬ 
ing  was  also  consummated  in  May,  1950. 

The  application  of  a  61/o%  return  on  total  capitalization 
before  financing  and  a  return  of  5%%  on  total  capitaliza¬ 
tion  after  financing,  would  have  resulted  in  the  following 
rates  of  return  on  weighted  rate  bases  during  the  periods 
set  forth  below : 

For  the  12  months  ended  April  30,  1949  6.9% ; 

For  the  12  months  ended  May  31,  1949..  6.6% ; 

For  the  12  months  ended  April  30,  1950  7.1% ; 

For  the  12  months  ended  May  31,  1950-  6.5%. 

The  Commission  witness  also  pointed  out  that  a  varia¬ 
tion  of  1%  on  an  average  total  capitalization  of  $145,- 
000,000  wTould  involve  a  difference  of  $1,450,000  at  the  gross 
income  level ;  and  that  with  income  tax  rates  at  their  then 
level  of  42%,  the  variation  in  gross  operating  revenue,  or 
the  amount  to  be  collected  from  consumers,  would  be  in 
excess  of  $2,500,000,  which,  in  his  opinion,  is  entirely  too 
broad  for  use  in  fixing  rates  to  be  charged  for  electric 
service. 

The  Commission  witness  also  presented  an  exhibit  (No. 
45)  setting  forth  the  estimated  income  of  the  Company  for 
the  calendar  year  1950,  based  upon  eight  months’  actual 
figures  and  four  months’  estimated  figures,  after  making 
certain  adjustments  thereto.  A  copy  of  Exhibit  No.  45 
follows : 
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Estimated  Net  Income  and  Keturn  Earned 


Year  1950  (8  Months  Actual — 4  Months  Estimated) 


Unadjusted 

Adjustments 

Adjusted 

1. 

Operating  Revenges: 

o 

Sales  of  Electric  Energy 

$36,682,247 

$ 

$36,682,247 

3. 

Other  Electric  Revenues 

498,498 

498,498 

4. 

Total 

$37,180,745 

$ 

$37,180,745 

5. 

Operating  Revenue 

Deductions  : 

6. 

Operating  Expenses 

$21,283, 82S 

$  (85,000) 

$21,198,828 

i. 

Depreciation 

4,155,346 

4,155,346 

8. 

Taxes: 

9. 

Income 

2,028,087 

431,104 

2,459,191 

10. 

Other  than  Income 

2,936,190 

2,936,190 

11. 

Total 

$30,403,451 

$  346,104 

$30,749,555 

12. 

Net  Operating  Revenue 

$  6,777,294 

$(346,104) 

$  6,431,190 

13. 

Income  Adjustment — 

Sliding  Scale 

198,162 

198,162 

14. 

Net  Operating  Income 

$  6,975,456 

$(346,104) 

$  6,629,352 

15. 

Other  Income  and 

Deductions — net 

(25,849) 

(25,849) 

16. 

Gross  Income 

$  6,949,607 

$(346,104) 

$  6,603,503 

17. 

Interest  Charges 

2,418,892 

(  79,865) 

2,339,027 

18. 

Net  Income 

$  4,530,715 

$(266,239) 

$  4,264,476 

19. 

Preferred  Dividends 

405,000 

405,000 

20. 

Available  for  Common 

$  4,125,715 

$(266,239) 

$  3,859,476 

21. 

Times  Interest  Earned 

2.82 

22. 

Times  Interest  and  Preferred 

Dividends  Earned 

2.41 

23. 

Earned  per  Share  of  Common: 

24. 

Shares  outstanding  at 

12-31-50  (4,264,200) 

$  .905 

25. 

Average  shares  outstand- 

for  the  year  (4,086,525) 

$  .944 

26.  Rate  of  Return  Earned  on 
Weighted  Rate  Base  of 

$137,070,575  4.84% 

The  foregoing  statement  includes  in  the  first  column  the 
actual  results  for  the  first  eight  months  of  the  year  as  taken 
from  the  books  of  the  Company,  and  the  Company’s  fore¬ 
cast  for  the  last  four  months  of  the  year  1950.  The  record 
shows  that  the  forecast  made  by  the  Company  was  reviewed 
in  considerable  detail  by  the  Commission  staff,  and  that, 
with  one  exception,  which  is  explained  below,  it  was  judged 
to  be  reasonably  accurate. 


The  second  column  of  the  statement  contains  three  ad¬ 
justments.  The  first,  of  $85,000,  related  to  the  forecast  of 
expenses  for  the  last  four  months  of  the  year,  and  is  the 
exception  noted  hereinabove.  This  adjustment  is  premised 
upon  a  comparison  of  the  Company’s  forecast  for  the  fol¬ 
lowing  groups  of  expenses  for  the  months  of  January 
through  August,  1950,  with  actual  costs  for  the  same 
period : 

Transmission  and  Distribution  Operation; 

Customer  Accounting  and  Collecting; 

Sales  Promotion; 

Administrative  and  General  Operation; 

Transmission  and  Distribution  Maintenance ; 

Administrative  and  General  Maintenance. 

This  comparison  shows  that  the  forecast  of  these  ex¬ 
penses  for  the  8-months’  period,  or  $5,677,657,  exceeded 
the  actual  costs  of  $5,494,570  by  $183,087,  or  about  3%. 
Therefore,  the  forecast  for  the  last  four  months  of  the 
year  was  reduced  by  3%,  and  the  adjustment  of  $85,000 
resulted  from  this  reduction. 

The  second  adjustment  appearing  in  the  second  column 
of  the  preceding  statement  amounts  to  $431,104  and  rep¬ 
resents  an  increase  in  income  taxes.  This  aggregate  amount 
is  composed  of  three  separate  items.  The  first,  or  $195,159, 
gives  effect  to  the  increased  tax  rates  provided  by  the 
Revenue  Act  of  1950.  The  second  item  of  $198,643  repre¬ 
sents  the  elimination  of  the  non-recurring  tax  saving  real¬ 
ized  as  a  result  of  the  refinancing  done  by  the  Company  in 
1950.  The  third  item  of  $37,302  gives  effect  to  the  estimated 
increase  in  taxes,  at  the  new  rates,  resulting  from  the  re¬ 
duction  of  $85,000  in  estimated  expenses  which  has  already 
been  explained. 

The  last  adjustment  appearing  in  the  second  column  of 
the  preceding  statement  is  for  $79,865  and  covers  the  elimi¬ 
nation  of  the  duplicate  interest  paid  by  the  Company  in  con¬ 
nection  with  the  1950  refinancing. 
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It  will  be  noted  that  the  statement  of  income  just  dis¬ 
cussed  contains  an  item  of  $198,162,  to  represent  the  trans¬ 
fer  to  income  of  the  entire  balance  remaining  in  the  De¬ 
ferred  Credit  Account,  in  accordance  with  the  provisions 
of  the  Modified  Sliding  Scale  Plan  which  provides  for  such 
a  transfer  when  the  earnings  fall  below  the  basic  return  of 
5y2%  on  the  rate  base. 

The  estimated  net  operating  income  of  $6,629,352,  which 
includes  the  transfer  of  $198,162  from  the  Deferred  Credit 
Account,  represents  a  return  of  4.84%  on  a  rate  base  of 
$137,070,575,  which  will  be  discussed  elsewhere  in  these 
findings.  If  only  the  actual  operating  results  are  con¬ 
sidered,  the  net  operating  income  of  $6,431,190  would  equal 
a  return  of  4.69%  on  the  same  rate  base. 

In  summarization  of  his  testimony  with  respect  to  Ex¬ 
hibit  No.  45,  the  Commission  witness  stated  that,  in  order 
to  provide  the  Company  with  a  return  of  5^2%  during  the 
year  1950  on  the  estimated  rate  base  of  $137,070,575,  it 
would  have  been  necessary  to  increase  net  operating  income 
by  the  amount  of  $909,530.  At  1950  tax  rates,  this  means 
that  gross  operating  revenue  was  deficient  in  the  amount  of 
$1,620,832. 

The  Commission  witness  also  presented  an  exhibit  (No. 
46)  setting  forth  the  estimated  net  income  and  return  of 
the  Company  at  existing  rates  for  the  year  1951.  A  copy 
of  this  exhibit  is  presented  below: 
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Estimated  Net  Income  and  Return  Earned 

Year  1951 


1. 

Operating  Revenues: 

Forecast 

Adjustments 

Adjusted 

Forecast 

2. 

Sales  of  Electric  Energy 

$38,830,500 

$ 

$38,830,500 

3. 

Other  Electric  Revenues 

516,881 

516,881 

4. 

5. 

Total 

Operating  Revenue 

Deductions  : 

$39,347,381 

$ 

$39,347,381 

6. 

Operating  Expenses 

$22,788,970 

$(823,642) 

$21,965,328 

7. 

8. 

Depreciation 

Taxes: 

4,526,047 

4,526,047 

9. 

Income 

2,129,794 

746,924 

2,876,718 

10. 

Other  than  Income 

3,127,692 

3,127,692 

11. 

Total 

$32,572,503 

$  (76,718) 

$32,495,785 

12. 

13. 

Net  Operating  Revenue 
Income  Adjustment — 

$  6,774,878 

$  76,718 

$  6,851,596 

Sliding  Scale 

— 

14. 

15. 

Net  Operating  Income 

Other  Income  and 
Deductions — net 

$  6,774,878 

(43,950) 

$  76,718 

$  6,851,596 

(43,950) 

16. 

Gross  Income 

$  6,730,928 

$  76,718 

$  6,807,646 

17. 

Interest  Charges 

2,468,065 

2,468,065 

18. 

Net  Income 

$  4,262,863 

$  76,718 

$  4,339,581 

19. 

Preferred  Dividends 

405,000 

405,000 

20. 

21. 

22. 

23. 

24. 

25. 

26. 

A V ATT. ABLE  FOR  COMMON 

Times  Interest  Earned 

Times  Interest  and  Preferred 
Dividends  Earned 

Earned  per  Share  of  Common: 
Shares  outstanding  at 
12-31-51  (5,117,040) 
Average  shares  outstand- 
for  the  year  (4,477,410) 
Rate  of  Return  Earned  on 
Weighted  Rate  Base  of 
$146,042,747 

$  3,857,863 

$  76,718 

$  3,934,581 

2.76 

2.37 

$  .769 

$  .879 

4.69% 

The  figures  in  the  first  column  of  the  foregoing  statement 
were  taken  directly  from  the  Company’s  forecast  which 
appears  on  page  5  of  its  Exhibit  No.  12. 

The  Commission  witness  made  two  substantial  adjust¬ 
ments  to  the  Company’s  forecast,  as  shown  in  the  second 
column  of  the  statement.  The  first  adjustment  of  $823,642 
relates  to  certain  groups  of  operating  and  maintenance 
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expenses,  set  forth  in  schedule  2  of  Exhibit  No.  46,  which 
were  estimated  by  the  Company  on  the  basis  of  the  rela¬ 
tionship  of  estimated  costs  of  this  character  in  1950  to 
estimated  revenue  from  the  sale  of  energy  in  1950.  This 
percentage  relationship,  which  aggregated  23.74,  was  ap¬ 
plied  by  the  Company  to  estimated  revenue  from  the  sale  of 
energy  in  the  year  1951  to  arrive  at  estimated  expenses  of 
the  character  described  above  for  the  latter  year.  The 
original  estimate  of  revenue  from  the  sale  of  energy  in  1951, 
of  $40,010,000,  was  subsequently  reduced  to  $38,830,500, 
but  a  corresponding  reduction  was  not  made  in  the  Com¬ 
pany’s  estimate  of  costs  for  the  particular  group  of  ex¬ 
penses  under  consideration,  even  though  such  costs  were 
based  upon  a  percentage  of  revenue. 

The  Commission  witness  estimated  these  particular  costs 
for  the  year  1951  by  relating  actual  costs  for  this  group 
of  accounts  during  the  first  eight  months  of  1950  to  actual 
revenue  from  the  sale  of  energy  during  the  same  period. 
The  aggregate  of  percentage  relationships  thus  arrived 
at  by  the  Commission  witness  was  22.34,  as  compared  to 
the  figure  of  23.74  employed  by  the  Company.  The  appli¬ 
cation  of  this  lower  percentage  to  the  Company’s  final  esti¬ 
mate  of  revenue  of  $38,830,500  gave  rise  to  the  reduction 
of  $823,642  in  operating  expenses  which  is  reflected  in  the 
second  column  of  the  foregoing  statement  of  estimated 
income  for  the  year  1951. 

The  second  important  adjustment  made  by  the  Commis¬ 
sion  witness  relates  to  estimated  income  tax  liability  of  the 
Company  for  the  year  1951.  The  increase  of  $746,924  in 
this  expense  results  from  the  application  of  the  45%  tax 
rate  included  in  the  Revenue  Act  of  1950 ;  and  from  the  cal¬ 
culation  of  estimated  increased  taxes  due  to  lower  operat¬ 
ing  expenses  forecast  for  the  year  1951. 

Based  upon  the  foregoing,  the  Commission  witness  esti¬ 
mated  that  the  net  operating  income  of  $6,851,596  for  the 
year  1951  at  present  rates  would  provide  a  return  of  4.69% 
on  his  weighted  rate  base  of  $146,042,747  for  that  year. 
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The  Commission  takes  notice  of  the  enactment  of  tax 
legislation  since  this  proceeding  was  closed  which  increases 
the  combined  normal  and  surtax  rates  for  utility  companies 
from  45%  to  47%  for  the  tax  year  1951.  This  new  tax 
rate  alone  would  reduce  the  net  operating  income  estimated 
by  the  Commission  witness  from  $6,851,596  to  $6,733,025. 

The  witness  for  Capital  Transit  Company,  Intervenor, 
presented  a  series  of  calculations,  through  which  he  pro¬ 
gressed  from  an  opinion  that  Pepco  would  require  an  in¬ 
crease  in  its  operating  revenues  of  not  more  than  $684,500 
to  produce  net  operating  income  equivalent  to  a  5%%  re¬ 
turn  on  his  rate  base  estimate,  to  his  final  opinion  that 
Pepco  was  presently  earning  more  than  a  return  of  5%% 
on  such  rate  base  and  does  not  require  any  in  crease  in  its 
gross  operating  revenues. 

According  to  the  record,  the  first  figure  of  $684,500  was 
arrived  at  as  follows : 

The  Transit  Company  witness  first  expressed  the  opin¬ 
ion  that  Pepco  underestimated  the  revenue  to  be  derived 
from  sales  of  electric  energy  during  the  year  1951,  by  the 
amount  of  $1,065,507.  In  arriving  at  this  amount,  the  wit¬ 
ness  multiplied  the  kilowatt-hours  which  Pepco  estimated 
would  be  sold  for  each  major  class  of  service  for  the  year 
1951,  by  the  average  revenue  rate  per  kilowatt-hour  from 
sales  of  electric  energy  during  the  year  1950,  and  then 
reduced  the  resulting  revenue  from  commercial  sales  by 
the  estimated  amount  of  decrease  from  the  application  of 
the  fuel  clause  in  these  schedules.  The  effect  of  this  pro¬ 
posed  adjustment  would  be  to  reduce  the  amount  of  addi¬ 
tional  operating  revenue  of  $2,218,943,  which  the  Commis¬ 
sion  witness  testified  to  be  necessary,  to  a  requirement 
of  $1,153,436. 

In  connection  with  this  same  calculation,  the  Transit  wit¬ 
ness  expressed  the  view  that  the  estimated  net  additions 
to  plant  made  by  the  Company  witness  were  unreliable. 
He  reduced  the  estimated  additions  for  the  year  1951  by 
50%,  and  thereby  arrived  at  a  weighted  rate  base  of  $141,- 
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505,807  for  this  period.  By  applying  a  return  of  5 1/4%  to 
the  lower  base  which  he  adopted,  he  estimated  that  the  re¬ 
quirement  of  the  Company  for  additional  operating  revenue 
in  order  to  provide  a  fair  rate  of  return  would  be  further 
reduced  by  $468,935. 

Thus,  the  two  adjustments  explained  above;  namely, 
$1,065,507  and  $468,935,  when  applied  to  the  Commission 
witness’  determination  of  $2, 218., 943,  result  in  the  Transit 
Company  witness’  estimate  of  $684,500  as  the  amount  of 
additional  operating  revenue  which  would  provide  the  Com¬ 
pany  with  a  5V2%  return  on  his  estimated  rate  base. 

The  Commission  has  rejected  the  adjustment  made  to 
the  rate  base  by  its  own  witness,  for  reasons  set  forth  here¬ 
inafter.  For  even  more  apparent  reasons,  the  Commis¬ 
sion  cannot  accept  the  adjustments  to  the  rate  base  pro¬ 
posed  by  the  witness  for  the  Transit  Company. 

With  respect  to  the  adjustment  of  revenues  made  by  the 
Transit  witness,  the  record  is  clear  that,  on  an  over-all 
basis,  an  increase  in  the  average  kilowatt-hour  use  per 
customer  results  in  a  reduction  in  the  average  revenue  per 
kilowatt-hour,  a  fact  completely  ignored  in  this  revenue 
adjustment.  Furthermore,  the  grouping  of  several  rate 
schedule  classes,  even  by  the  method  used  by  the  witness, 
produced  an  admitted  error  of  over  $500,000.  In  an  at¬ 
tempt  to  offset  this  error,  the  witness  then  increased  the 
estimated  kilowatt-hour  sales  by  using  a  lower  percentage 
for  line  losses  than  that  used  by  the  Company.  This  lower 
percentage  for  line  losses  was  arrived  at  principally  by 
failure  to  consider  interchange  energy,  which,  of  itself, 
is  erroneous  on  its  face.  Aside  from  this  fact,  however,  if 
the  line  loss  estimate  of  the  Company  was  excessive,  the 
result  would  be  to  reduce  the  Company’s  estimate  of  kilo¬ 
watt-hours  to  be  generated,  rather  than  to  increase  its 
kilowatt-hour  sales.  This  obvious  error,  coupled  with  the 
unsupported  construction  estimate  of  the  witness,  and  his 
failure  to  recognize  the  fact  that  an  increase  in  average 
use  per  customer  results  in  a  decrease  in  revenue  per  kilo- 
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watt-hour,  which  factors  were  present  in  some  or  all  of  the 
various  estimates  of  return  to  the  Company  prepared  by 
him,  make  it  impossible  for  the  Commission  to  accept  as 
accurate  the  several  end-results  to  which  he  testified. 

After  consideration  of  the  testimony  and  exhibits  of¬ 
fered  by  the  various  witnesses,  the  Commission  finds  and 
concludes  that,  for  the  purposes  of  this  proceeding,  the 
estimated  net  operating  income  of  $6,431,190  during  the 
year  1950  constitutes  a  reasonable  estimate  for  determin¬ 
ing  the  going  level  of  return  experienced  by  the  Company. 
The  Commission  further  finds  and  concludes  that,  for  the 
purposes  of  this  proceeding,  the  calendar  year  1951  pro¬ 
vides  an  acceptable  test  period;  and  that  existing  rates 
will  produce  during  such  period  net  operating  income  of  ap¬ 
proximately  $6,730,000,  after  giving  eifect  to  the  increased 
Federal  income  tax  rate  of  47%. 

Rate  Base. 

Although  the  Company  witness  developed  a  statement 
(Exhibit  No.  6)  which  reflected  the  rate  base  over  an  ex¬ 
tended  period,  he  did  not  at  any  time  employ  the  rate  base 
as  the  basis  upon  which  a  return  to  the  Company  should  be 
calculated. 

The  Commission  witness  developed  an  estimated  rate 
base  for  both  of  the  years  1950  and  1951.  The  estimated 
rate  base  for  the  year  1950,  which  reflects  changes  during 
the  year  on  a  weighted  basis,  is  stated  below : 
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Estimated  Kate  Base  Year  1950 


Changes  During 
1950  (8  Months 


Balance 

Actual — 

4  Months 

Estimated 
Rate  Base 

Dec.  31,  1949 
(Unweighted) 

Eestimated) 

Dec.  31,  1950 
(Weighted) 

(Weighted) 

Electric  Plant 

$162,866,858 

$6,377,630 

$169,244,488 

Less — Depreciation  Reserve 

34,067,694 

1,536,205 

35,603,899 

Balance 

$128,799,164 

$4,841,425 

$133,640,589 

Less — Contributions  in 

Aid  of  Construction 

3,106,353 

128,289 

3,234,642 

Balance 

$125,692,811 

$4,713,136 

$130,405,947 

Less — Customers’  Advances 
for  Construction 

95,668 

3,722 

99,390 

Balance 

$125,597,143 

$4,709,414 

$130,306,557 

Add — Materials  and  Supplies 

6,352,805 

411,213 

6,764,018 

Total 

$131,949,948 

$5,120,627 

$137,070,575 

The  foregoing  estimated  rates  base  was  developed  in  ac¬ 
cordance  with  the  formula  prescribed  by  the  provisions  of 
Commission  Order  No.  2796,  as  modified  by  Order  No.  3317, 
for  use  in  connection  with  the  regulation  of  the  income  of 
the  Company  under  the  provisions  of  the  Modified  Sliding 
Scale  Plan.  Briefly,  Order  No.  2796  provides  for  inclusion 
in  the  rate  base  of  the  original  cost  of  Electric  Plant  in 
Service  and  the  average  of  the  monthly  balances  in  the 
Materials  and  Supplies  Account,  reduced  by  customer  con¬ 
tributions  for  construction,  customer  deposits  for  extension 
of  distribution  lines,  and  accrued  depreciation  as  reflected 
by  the  books  of  the  Company.  The  depreciation  reserve 
represents  cumulative  depreciation  accruals  at  rates  pre¬ 
scribed  or  approved  by  the  Commission.  Order  No.  2796 
also  approved  a  weighting  of  each  of  the  foreging  com¬ 
ponents  with  respect  to  changes  occurring  during  the  year 
under  consideration.  This  weighting  process  recognizes 
the  fact  that  changes  in  each  of  the  components  of  the  rate 
base  occur  throughout  the  year,  and  that  the  impact  of  any 
given  dollar  on  the  rate  base  should  be  modified  by  the 
time  element. 
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In  the  adoption  of  the  Modified  Sliding  Scale  Plan  by 
Order  No.  3317,  the  above-named  components  of  the  rate 
base  were  continued  in  effect  with  one  modification ;  namely, 
the  inclusion  of  Construction  Work  in  Progress  along  with 
Electric  Plant  in  Service.  At  the  same  time,  the  practice 
of  accruing  interest  during  construction  on  work  in  prog¬ 
ress  was  discontinued.  Before  this  change,  interest  during 
construction,  computed  at  the  rate  of  6%  per  annum,  was 
added  to  the  cost  of  construction  and  when  such  construc¬ 
tion  was  completed,  cost  plus  interest  was  added  to  the 
rate  base.  Under  the  change  made  by  Order  No.  3317,  only 
the  actual  cost  of  construction  is  included  in  the  rate  base, 
but  such  cost  is  included  as  expended  rather  than  at  the 
time  the  property  is  placed  in  service.  In  other  words, 
return  on  construction  work  in  progress  is  now  on  a  “pay- 
as-you-go”  basis  rather  than  a  “deferred  payment”  basis. 
It  is  also  pertinent  to  note,  in  connection  with  the  rate  base, 
that  the  books  of  the  Company  were  reclassified  as  of 
January  1,  1937,  in  accordance  with  the  provisions  of  the 
Uniform  System  of  Accounts  prescribed  by  the  Federal 
Power  Commission  and  this  Commission,  and  such  books 
have  been  maintained  in  conformity  with  this  System  of 
Accounts  since  the  effective  date  thereof.  Since  May,  1948, 
a  continuous  audit  of  the  Company’s  books  has  been  con¬ 
ducted  by  the  Accounting  Bureau  of  the  Commission,  and 
prior  to  that  time  audits  were  made  on  an  annual  basis  in 
connection  with  the  operation  of  the  original  Sliding  Scale 
Arrangement. 

Referring  to  the  estimated  rate  base  set  forth  above,  the 
amount  shown  for  each  component  of  the  rate  base  under 
the  column  captioned  “Balance  December  31,  1949  (Un¬ 
weighted)”  represents  recorded  book  figures.  As  already 
indicated,  the  electric  plant  account  has  been  reclassified 
and  maintained  in  conformity  with  the  System  of  Accounts 
prescribed  by  the  Federal  Power  Commission  and  this  Com¬ 
mission.  This  System  of  Accounts  requires  that  electric 
plant  accounts  reflect  the  original  cost  of  property  when 
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first  devoted  to  public  service.  As  a  result  of  the  operation 
of  the  original  Sliding  Scale  Arrangement  as  modified  by 
Order  No.  2796,  and  more  recently  the  Modified  Sliding 
scale  Plan,  a  rate  base  for  this  Company  ha6  been  deter¬ 
mined  annually  on  the  basis  of  recorded  book  figures.  It 
is,  therefore,  unnecessary  at  this  time  to  refer  back  to  a 
rate  base  established  at  some  prior  date  and  re-examine 
additions  and  retirements  subsequent  thereto.  When  a 
depreciated  original  cost  rate  base  is  determined  annually 
by  the  Commission,  as  is  and  has  been  the  case  with  this 
Company  for  a  considerable  period  of  time,  it  is  necessary 
only  to  refer  to  the  unweighted  rate  base  established  at  the 
end  of  the  preceding  year,  the  procedure  followed  in  Ex¬ 
hibit  No.  45.  It  might  be  added  that  the  unweighted  rate 
base  developed  in  connection  with  the  Modified  Sliding 
Scale  Plan  as  of  December  31,  1949,  did  not  include  the 
electric  plant,  depreciation  reserve  and  other  components 
of  the  rate  base  of  the  Company’s  former  subsidiary,  Brad- 
dock  Light  and  Power  Company,  Incorporated,  which,  as 
heretofore  indicated,  was  merged  into  the  Company  as  of 
December  31,  1949.  The  beginning  figure  on  Exhibit  No. 
45  reflects  the  inclusion  of  all  pertinent  items  related  to 
the  former  Braddock  Light  and  Power  Company,  Incorpo¬ 
rated,  which,  in  turn,  maintained  its  books  in  conformity 
with  the  same  Uniform  System  of  Accounts  as  that  used 
by  Pepco.  It  should  again  be  stressed  that  in  recent  years 
the  efforts  of  the  Commission’s  Accounting  Bureau  have 
been  devoted  to  an  audit  program  which  will  permit  the 
use  of  recorded  book  figures  without  substantial  adjust¬ 
ments  for  rate-making  purposes. 

The  changes  in  each  of  the  components  of  the  rate  base 
during  the  year  1950  represent  eight  months’  actual  figures 
and  four  months’  estimated  figures.  The  rate  base  de¬ 
veloped  by  the  Company  witness  on  Exhibit  No.  6  for  1950 
is  premised  upon  six  months’  actual  and  six  months’  esti¬ 
mated  figures.  The  substitution  of  actual  figures  for  esti¬ 
mated  figures  for  the  months  of  July  and  August,  1950, 
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and  adjustment  of  book  figures  for  two  items  aggregating 
$95,518,  on  an  unweighted  basis,  resulted  in  a  reduction  of 
approximately  $884,000.  On  a  weighted  basis,  the  reduc¬ 
tion  amounted  to  approximately  $374,000.  Actual  figures 
for  the  month  of  September,  1950  became  available  after  the 
presentation  of  Exhibit  No.  45,  and  the  record  shows 
that  estimated  net  additions  to  the  electric  plant  component 
of  the  rate  base  exceeded  actual  net  additions  by  $491,022. 
The  Commission  witness  stated  that  he  had  been  informed 
by  Company  representatives  that  the  difference  between 
the  actual  and  estimated  net  additions  to  electric  plant 
during  the  month  of  September,  1950  was  caused  by  a  lag 
in  the  construction  program  rather  than  a  cancellation  of 
budget  items,  and  that,  in  his  opinion,  a  further  adjust¬ 
ment  was  not  justified  because  of  this  lag. 

Witness  for  Capital  Transit  Company,  Intervener,  tes¬ 
tified  that,  based  on  the  fact  that  estimates  of  net  additions 
to  electric  plant  exceeded  actual  additions  for  the  months 
of  August  and  September  by  68.3%  and  94.8%,  respec¬ 
tively,  it  was  entirely  reasonable,  in  his  opinion,  to  reduce 
estimated  additions  for  the  months  of  October,  November 
and  December,  1950,  and  for  all  the  months  of  1951,  by 
50%,  to  adjust  to  the  trend  indicated  by  actual  net  addi¬ 
tions.  Subsequent  to  the  presentation  of  this  testimony  by 
the  Transit  Company  witness,  the  monthly  report  of  Pepco 
for  the  month  of  October,  1950  became  available ;  and  the 
record  shows  that  net  additions  to  electric  plant  amounted 
to  $1,309,511.12,  or  roughly  $702,000  in  excess  of  the  Com¬ 
pany’s  estimate  of  net  additions  for  that  month,  and  about 
$1,006,000  in  excess  of  the  net  additions  for  the  month 
of  October,  1950  estimated  by  the  witness  for  the  Transit 
Company.  With  respect  to  the  excess  of  actual  net  addi¬ 
tions  in  October  over  estimated  net  additions  for  that 
month,  this  witness  expressed  the  opinion  that :  “This  sharp 
reversal  of  trend  indicates  to  me  that  the  reversal  should 
be  investigated.” 

The  Commission’s  staff  was  directed  to  accelerate  its 
regular  audit  procedure  with  respect  to  net  additions  to 
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plant  during  the  month  of  October,  1950.  Such  an  investi¬ 
gation  was  made  by  the  staff,  and,  under  date  of  December 
19,  1950,  a  report  thereon  was  submitted  by  the  Commis¬ 
sion’s  Executive  Accountant  and  Auditor.  This  report 
clearly  shows  that  there  is  no  basis  in  fact  for  any  infer¬ 
ence  that  the  increase  in  net  additions  to  plant  during  the 
month  of  October,  in  comparison  with  either  the  previous 
months  or  the  estimate  for  the  month  of  October,  was  not 
the  result  of  legitimate  expenditures  incurred  in  further¬ 
ance  of  the  Company’s  construction  program. 

The  Commission  witness  also  submitted  an  exhibit  (No. 
46)  which  reflects  his  estimate  of  the  weighted  rate  base 
for  the  year  1951.  This  estimated  rate  base  is  shown  in 
the  statement  which  follows : 

Estimated  Kate  Base  Year  1951 


Electric  Plant 

Less — Depreciation  Reserve 

Estimated 
Balance 
Dec.  31,  1950 
(Unweighted) 

$174,487,614 

37,031,338 

Estimated  Estimated 

Changes  During  Rate  Base  at 

Year  1951  Dec.  31,  1951 

(Weighted)  (Weighted) 

$6,680,168  $181,167,782 

1,647,699  38,679,037 

Balance 

Less — Contributions  in 

Aid  of  Construction 

$137,456,276 

3,289,396 

$5,032,469 

$142,488,745 

3,289,396 

Balance 

Less — Customers’  Advances 
for  Construction 

$134,166,880 

103,660 

$5,032,469 

$139,199,349 

103,660 

Balance 

Add — Materials  and  Supplies 

$134,063,220 

6,947,058 

$5,032,469 

$139,095,689 

6,947,058 

Total 

$141,010,278 

$5,032,469 

$146,042,747 

The  total  rate  base  of  $146,042,747  reflected  above,  which 
was  developed  on  an  estimated  basis  but  in  accordance  with 
the  formula  prescribed  by  the  Modified  Sliding  Scale  Plan 
previously  described,  is  $884,000  less  than  the  rate  base 
for  this  period  developed  by  the  Company.  This  difference, 
with  the  exception  of  two  items  aggregating  $95,518,  is 
due  entirely  to  the  substitution  of  actual  figures  for  esti¬ 
mated  figures  for  the  months  of  July  and  August,  1950 


in  arriving  at  the  estimated  unweighted  rate  base  as  of 
December  31,  1950. 

The  Commission  recognizes  that  actual  expenditures  for 
additions  to  property  may  vary  to  a  considerable  degree 
from  the  month-by-month  estimates  of  such  expenditures. 
However,  if  any  weight  is  to  be  given  to  forecasts  of  this 
nature,  the  Commission  must  rely  heavily  upon  the  judg¬ 
ment  of  experienced  management  which  is  responsible  for 
the  development  of  the  utility  system  as  the  demands  of  its 
customers  increase.  At  the  same  time,  the  Commission 
must  weigh  carefully  any  developments  which,  because 
of  their  being  beyond  the  control  of  the  Company  or  the 
Commission,  might  seriously  affect  estimates  or  forecasts 
which  have  been  prepared  in  entire  good  faith. 

As  just  pointed  out,  the  estimated  rate  bases  for  the 
years  1950  and  1951,  as  developed  by  the  Commission  wit¬ 
ness,  contain  adjustments  arising  from  a  comparison  of 
actual  and  estimated  figures  for  the  months  of  July  and 
August,  1950.  The  record  also  shows  the  actual  rate  base 
figures  for  the  months  of  September  and  October,  1950, 
which  differ  materially  from  the  estimated  figures  for  such 
months;  but  these  latter  differences  are  not  reflected  in 
the  aforementioned  estimated  rate  bases  for  1950  and  1951. 
If  they  had  been  considered,  together  with  the  months  of 
July  and  August,  the  net  effect  on  a  weighted  basis  for  the 
year  1950  would  have  been  a  downward  adjustment  of 
$290,000,  rather  than  that  of  $374,000  made  by  the  Com¬ 
mission  witness.  Again,  giving  effect  to  the  pertinent  dif¬ 
ferences  calculated  for  the  months  of  September  and  Octo¬ 
ber,  1950,  the  adjustment  of  both  the  unweighted  and 
weighted  estimated  rate  bases  for  the  year  1951  would  have 
been  $375,000,  rather  than  $884,000  as  used  by  the  Com¬ 
mission  witness. 

The  trend  of  the  actual  rate  base  figures  toward  the  esti¬ 
mates  for  the  year  1950  submitted  by  the  Company  is  fur¬ 
ther  confirmed  by  a  comparison  of  actual  rate  base  figures 
reported  to  the  Commission  by  the  Company  for  the  month 
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of  November,  1950,  with  the  estimates  contained  in  the 
record  for  that  month.  While  the  November  report  is  not 
a  part  of  the  record  in  this  proceeding,  it  does  disclose  that 
actual  figures  for  all  components  of  the  rate  base  for  that 
month  exceeded  estimated  figures  by  $643,795.  This  sup¬ 
ports  the  belief  that  the  Company’s  estimates  of  rate  base 
components  for  the  year  1950,  as  contained  in  the  record, 
are  reasonable. 

As  indicated  elsewhere  in  this  opinion,  the  Company  did 
not  premise  its  application  for  increased  rates  upon  return 
on  a  rate  base,  but  relied  instead  upon  a  showing  of  the 
dollars  needed  to  support  the  capital  structure  of  the  Com¬ 
pany  and  to  facilitate  contemplated  financing.  However, 
the  Company  contends  that,  if  the  return-on-rate-base 
method  is  used  by  the  Commission  in  determining  the  reve¬ 
nue  needs  of  the  Company,  the  rate  base  should  be  the  un¬ 
weighted  rate  base  at  December  31,  1951,  plus  cash  held 
for  future  investment  in  property  and  plant,  by  reason  of 
the  fact  that  the  sum  of  today’s  unweighted  rate  base  and 
investment  cash  becomes  tomorrow’s  weighted  rate  base. 
In  support  of  this  contention,  the  Company  cites  the  sub¬ 
stantial  gaps  between  total  capitalization  and  the  un¬ 
weighted  and  weighted  rate  bases  at  December  31,  1951; 
$7,029,000  with  respect  to  the  former,  and  $13,663,000  with 
respect  to  the  latter. 

The  use  of  an  unweighted  rate  base  plus  cash  held  for 
future  investment  in  property  and  plant  is  practically 
equivalent  to  the  use  of  total  capitalization  as  a  rate  base. 
While  it  is  recognized  that  there  is  a  certain  unavoidable 
lag  between  the  time  that  capital  is  secured  through  the 
issuance  of  securities  and  the  time  such  capital  can  be 
invested  in  property,  and  in  turn  included  in  the  rate  base, 
the  Commission  believes  that  it  is  management’s  duty  to 
minimize  this  lag  to  the  fullest  extent  possible.  If  cash 
held  for  future  investment  in  property  and  plant  is  included 
in  the  rate  base,  there  is  no  incentive  for  the  Company  to 
secure  its  capital  only  as  needed  rather  than  well  in  ad- 


1147 


vance  of  its  actual  construction  needs.  The  Commission 
believes  that  inclusion  of  cash  held  for  future  investment 
in  plant  would  possibly  impose  an  unwarranted  cost  upon 
consumers. 

As  to  the  use  of  an  unweighted  rather  than  a  weighted 
rate  base,  it  must  be  borne  in  mind  that  the  purpose  of  a 
rate  base  is  to  measure  the  return  earned  or  the  return 
needed  on  an  annual  basis.  This  is  done  by  relating  either 
experienced  or  estimated  income  during  any  given  year  to 
the  base.  During  periods  of  substantial  growth  in  invest¬ 
ment,  as  is  the  case  here,  the  use  of  an  unweighted  or  year- 
end  rate  base  substantially  understates  the  rate  of  return 
earned  or  to  be  earned.  There  is  a  reasonable  relation¬ 
ship  between  growth  in  investment  and  growth  in  income, 
barring,  of  course,  substantial  cost  variations.  If  an  un¬ 
weighted  or  year-end  rate  base  is  used,  a  true  relationship 
thereto  could  be  determined  only  by  adjusting  income  to 
reflect  the  going  level  at  the  year  end.  This  is  considerably 
more  difficult  than  averaging  or  weighting  the  investment 
or  rate  base,  and  the  Commission  believes  that  the  weight¬ 
ing  process  is  much  more  realistic. 

In  view  of  the  foregoing,  the  Commission  finds  and  con¬ 
cludes  that,  for  the  purposes  of  this  proceeding,  the  esti¬ 
mated  rate  base  of  $137,445,000,  on  a  weighted  basis,  for 
the  year  1950,  constitutes  a  fair  and  reasonable  estimate 
of  the  base  upon  which  to  calculate  the  return  to  the  Com¬ 
pany  for  the  year  1950.  The  Commission  further  finds  and 
concludes  that,  for  the  purposes  of  this  proceeding,  the 
estimated  weighted  rate  base  of  $146,926,000  for  the  test 
year  1951  constitutes  a  fair  and  reasonable  estimate  of 
the  amount  upon  which  the  Company  is  entitled  to  earn  a 
fair  and  reasonable  return  in  the  immediate  future. 

Rate  of  Return. 

The  Company  did  not  present  testimony  on  a  specific  rate 
of  return  to  be  applied  to  a  rate  base.  Instead,  as  indicated 
previously,  its  witness  approached  the  problem  from  the 
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standpoint  of  the  dollar  needs  of  the  Company  required  to 
maintain  it  in  a  sound  financial  position.  In  measuring  its 
dollar  needs,  two  yardsticks  were  used  by  the  Company 
witness;  namely,  a  percentage  of  total  capitalization,  and 
earnings  per  share  of  common  stock  on  four  assumed  divi¬ 
dend  pay-out  ratios.  Both  of  these  yardsticks  were  applied 
before  and  after  consummation  of  contemplated  financing, 
with  particular  emphasis  on  required  earnings  after  com¬ 
pletion  of  such  financing.  The  Company  witness  testified 
that  the  gross  income  of  the  Company  for  the  12  months 
ending  June  30,  1951,  should  amount  to  approximately  $8,- 
700,000  in  order  properly  to  service  its  existing  security 
structure  and  to  permit  the  sale  of  additional  securities. 
The  record  shows  that  gross  income  at  that  level  would 
provide  a  return  of  10.7%  on  equity  capital  outstanding 
at  the  end  of  that  period,  and  a  return  of  8.8%  on  equity 
capital  expected  to  be  outstanding  after  consummation  of 
the  proposed  financing  in  November,  1951.  It  is  also  a 
matter  of  record  that  the  Company  successfully  sold  addi¬ 
tional  common  stock  in  May,  1950,  and  that  the  return  on 
equity  for  the  12  months  ended  April  30,  1950,  (prior  to 
financing)  amounted  to  8.8%. 

It  is  clear  from  the  foregoing  that  the  basic  concept  of 
the  Company’s  approach  to  its  revenue  requirements  is 
that  today’s  earnings  should  be  sufficient  to  provide  a  rea¬ 
sonable  return  on  capital  to  be  invested  tomorrow.  The 
Commission  cannot  at  this  time  accept  this  concept,  but 
must  rely  upon  the  conventional  method  of  relating  a  fair 
rate  of  return  to  a  depreciated  original  cost  rate  base, 
which  method  the  Commission  believes  to  be  more  reason¬ 
able  and  precise. 

The  problem  of  establishing  a  proper  rate  of  return  for 
this  Company  was  explored  at  length  in  Formal  Cases  Nos. 
335  and  338  (Order  No.  2796).  In  the  opinion  accompany¬ 
ing  that  order  the  Commission  found,  after  consideration 
of  all  the  evidence,  that  a  51/>%  return  was  fair  and  rea¬ 
sonable  and,  when  applied  in  the  Modified  Sliding  Scale 


Arrangement  prescribed  in  that  order,  would  meet  the  oft- 
repeated  judicial  requirement  that  the  return  to  a  utility 
be  such  as  to  enable  it  (under  efficient  and  economical  man¬ 
agement)  to  meet  all  its  capital  obligations  and  to  provide 
an  amount  to  pay  reasonable  dividends  and  to  retain  in 
surplus  a  reasonable  amount  of  earnings,  thus  maintain¬ 
ing  its  credit  and  enabling  it  to  attract  additional  capital 
on  favorable  terms  for  the  proper  discharge  of  its  public 
duties.  This  finding  was  made  in  July,  1944,  and  was  prem¬ 
ised  upon  the  Company’s  capitalization  as  of  September  30, 
1943,  after  appropriate  adjustments.  On  February  20, 
1948,  the  Commission  issued  its  Order  No.  3317  adopting  a 
Modified  Sliding  Scale  Plan  which  differs  substantially 
from  the  Sliding  Scale  Arrangement  theretofore  in  effect, 
in  that  the  new  plan  provides  for  the  regulation  of  income 
at  a  reasonable  level  instead  of  providing  for  and  adjust¬ 
ment  of  rates  premised  upon  the  previous  year’s  experi¬ 
ence,  as  was  the  case  in  the  original  arrangement.  In  the 
adoption  of  the  Modified  Sliding  Scale  Plan,  the  basic  re¬ 
turn  of  514%  established  by  Order  No.  2796  was  considered 
to  be  a  fair  and  reasonable  return  and  was  continued  in 
effect. 

The  record  in  the  present  proceeding  contains  a  substan¬ 
tial  amount  of  testimony  on  the  fair  rate  of  return  by  the 
Commission  witness  and  by  the  Government  witness.  The 
Commission  witness  expressed  the  opinion  that  a  5%% 
return  on  its  rate  base  was  sufficient  to  maintain  the  Com¬ 
pany  in  a  sound  financial  position  and  to  permit  it  to  attract 
additional  capital.  In  support  of  this  opinion,  he  referred 
to  the  cost  of  capital  study  made  by  him  in  1944  upon  which 
the  5V2%  return  established  by  Order  No.  2796  was  based, 
and  to  periodic  studies  since  1947  (the  date  Pepco’s  com¬ 
mon  stock  was  first  placed  on  the  market)  of  the  reasonable¬ 
ness  of  the  514%  return  on  the  basis  of  market  data  on 
Pepco’s  common  stock.  These  studies  also  included  con¬ 
sideration  of  interest  on  funded  debt  and  dividends  on  pre¬ 
ferred  stock.  He  pointed  out  that  the  estimated  equity 
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capital  component  of  total  capitalization  as  of  April  30, 
1951,  would  amount  to  only  36.1%,  in  comparison  with 
43.7%  as  of  September  30,  1943  (the  date  of  the  data  upon 
which  the  514%  return  was  based),  and  that  such  decline, 
in  his  opinion,  resulted  in  an  increase  in  risk  which  might 
justify  a  slight  increase  in  return  allowed  on  equity  capi¬ 
tal. 

The  Government  witness  presented  several  exhibits  and 
considerable  testimony  dealing  with  the  cost  of  debt,  pre¬ 
ferred  stock  and  equity  capital,  from  which  he  concluded 
that  a  514%  basic  return  is  at  least  a  fair  rate  of  return  to 
Pepco  at  this  time  and  is  probably  on  the  high  side  of  being 
a  fair  rate  of  return.  He  also  stated  that  what  he  termed 
a  bare  cost  of  capital  cannot  be  said  to  be  the  fair  rate  of 
return,  and  that  the  amount  by  which  the  fair  rate  of  re¬ 
turn  exceeds  the  bare  cost  of  capital  is  a  matter  of  judg¬ 
ment.  He  explained  that,  in  his  opinion,  it  would  be  proper 
in  this  case  for  the  rate  of  return  to  be  on  what  he  termed 
the  high  side  by  reason  of  the  operation  of  the  Modified 
Sliding  Scale  Plan. 

It  is  the  contention  of  both  intervenors,  Capital  Transit 
Company  and  the  Federation  of  Citizens 9  Associations,  that 
a  rate  of  return  of  5%  on  the  rate  base  of  the  Company 
would  be  adequate.  It  is  significant  that  the  record  shows 
that  the  opinion  of  each  intervenor  apparently  is  not  predi¬ 
cated  on  any  self-developed  basis,  but  is  based  upon  a  fig¬ 
ure  developed  by  the  Government  witness  as  an  interme¬ 
diate  step  in  the  determination  of  his  opinion  that  a  rate 
of  return  of  514%  on  the  rate  base  of  the  Company  is  rea¬ 
sonable. 

The  Commission  has  carefully  considered  all  of  the  evi¬ 
dence  and  arguments  on  the  question  of  a  fair  rate  of  re¬ 
turn  to  be  applied  to  the  rate  base  in  this  proceeding.  The 
record  is  clear  that  both  witnesses  who  testified  on  this 
subject  were  firm  in  their  opinion  that  the  514%  return 
should  be  continued  without  change  for  purposes  of  this 
proceeding.  As  the  record  indicates,  the  keystone  of  the 


rate  of  return  problem  is  the  return  to  be  allowed  on  equity- 
capital.  The  Government  witness  expressed  the  opinion 
that  the  cost  of  equity  capital  to  this  Company  is  approxi¬ 
mately  8%,  but  he  made  it  clear  that  a  rate  of  return  should 
include  an  indeterminate  amount  over  and  above  what  he 
called  bare  cost  of  capital.  The  Commission  witness  testi¬ 
fied  that,  in  his  opinion,  an  over-all  rate  of  return  which 
would  produce  a  return  on  equity  between  9  and  10%  was 
not  unreasonable,  in  view  of  the  allowance  of  8.91%  on 
equity  capital  contained  in  the  5%%  return  approved  by 
Commission  Order  No.  2796,  when  considered  in  conjunc¬ 
tion  with  the  decline  in  the  proportion  of  equity  capital  to 
total  capital  that  has  occurred  since  1944. 

Another  factor  which  must  be  considered  is  the  lag  be¬ 
tween  a  weighted  rate  base  and  total  capitalization  when 
the  rate  base-rate  of  return  method  is  used  in  determining 
the  revenue  needs  of  a  regulated  utility.  A  5%  rate  of 
return  applied  to  the  weighted  rate  base  of  $146,926,000  for 
the  test  year  1951  hereinbefore  found  to  be  reasonable 
would  leave  only  $4,429,285  available  for  return  on  average 
equity  capital  outstanding  during  the  period.  This  would 
constitute  a  return  on  equity  of  approximately  8.3%,  or 
well  below  the  8.91%  previously  found  to  be  reasonable. 
In  view  of  the  decline  in  the  proportion  of  equity  capital  to 
total  capital  and  the  attendant  increase  in  risk,  it  would  not 
seem  reasonable  to  allow  a  smaller  return  on  equity  capital 
now  than  in  1944.  Earnings  available  for  equity  of  $4,- 
429,285  would  provide  99c  per  share  on  the  average  num¬ 
ber  of  shares  estimated  to  be  outstanding  during  the  year 
1951.  The  90c  dividend  which  has  been  paid  since  the 
Company’s  stock  was  placed  on  the  market  in  1947  would 
constitute  a  pay-out  of  91%  of  earnings,  a  pay-out  sub¬ 
stantially  higher  than  desirable  in  the  face  of  pending 
financing.  Without  agreeing  that  earnings  per  share  com¬ 
puted  on  the  basis  of  shares  outstanding  at  the  end  of  a 
period  represent  a  true  picture,  it  is  interesting  to  note 
that  the  earnings  available  for  the  shares  of  common  ex- 
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pected  to  be  outstanding  at  December  31,  1951,  at  the  level 
of  a  5%  return  on  the  estimated  rate  base  for  that  period, 
would  amount  to  only  87c  per  share,  or  3c  less  than  the 
established  dividend. 

In  view  of  the  foregoing,  and  in  view  of  the  fact  that  the 
Commission  has  kept  closely  abreast  of  the  financial  posi¬ 
tion  of  this  Company  (through  the  consideration  and  ap¬ 
proval  of  three  major  financings  and  the  major  overhaul 
of  the  Company’s  capital  structure  resulting  from  the  liqui¬ 
dation  of  its  former  parent,  Washington  Railway  and  Elec¬ 
tric  Company)  since  the  previous  finding  that  5M>%  rep¬ 
resented  a  fair  rate  of  return,  the  Commission  finds  and 
concludes  that  this  rate  is  reasonable  and  proper  for  ap¬ 
plication  to  the  rate  base  hereinbefore  found  to  be  rea¬ 
sonable  in  this  proceeding  in  the  determination  of  the  reve¬ 
nue  requirements  of  the  Company.  Furthermore,  the  Com¬ 
mission  finds  and  concludes  that  such  a  rate  of  return, 
when  applied  as  aforesaid,  is  sufficient  to  maintain  the 
Company  in  a  sound  financial  position  and  to  enable  it  to 
attract  capital  as  needed  in  the  rendition  of  efficient  and 
economical  electric  service  to  the  public.  The  use  of  a 
rate  of  return  in  this  proceeding  lower  than  51/>%  would, 
in  the  opinion  of  the  Commission,  jeopardize  the  ability  of 
the  Company  to  issue  securities  on  favorable  terms  and 
would,  therefore,  be  contrary  to  the  public  interest. 

Amount  of  Rate  Increase. 

Under  the  caption  “Earnings”,  the  forecasts  of  results 
of  operations  for  the  year  1951,  made  by  both  the  Company 
and  the  Commission  witnesses,  have  been  set  forth.  To 
summarize,  the  Company  witness  contends  that  an  increase 
of  $3,500,000  in  gross  operating  revenues  is  required ;  and 
that  the  annual  effect  of  such  an  increase  in  rates,  when 
applied  to  operations  for  the  test  period  ending  June  30, 
1951  would  produce  total  utility  operating  income  of 
$8,655,000. 
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Based  upon  the  calendar  year  1951,  it  is  estimated  that 
the  rates  proposed  by  the  Company  would  produce  an  in¬ 
crease  in  gross  operating  revenues  of  $3,618,293 ;  and  total 
utility  operating  income  (at  Federal  income  tax  rate  of 
45%  and  after  adjustment  of  certain  estimated  operating 
expenses  for  the  year  1951)  of  $8,776,980. 

Although  the  Company  witness  did  not  in  his  presenta¬ 
tion  take  into  consideration  the  rate  of  return  on  the  Com¬ 
pany’s  rate  base  that  would  result  from  such  income,  the 
return  would  be  5.97%  on  the  weighted  rate  base  of  $146,- 
926,000  hereinbefore  determined  to  be  fair  and  reasonable. 

The  Commission  witness  estimated  that  an  increase  of 
$2,218,943  in  gross  operating  revenues,  when  applied  to  his 
forecast  of  earnings  for  the  year  1951,  would  provide  a 
return  of  5 %%  on  the  weighted  rate  base  of  $146,042,747 
developed  by  him.  This  witness  then  recommended  that 
the  increase  in  rates  be  set  at  $2,500,000,  and  his  reasons 
for  this  recommendation  are  set  forth  below : 

First,  the  increase  of  $2,218,943  which  he  stated 
would  be  necessary  to  provide  a  return  of  52/2  %  for 
the  year  1951  is  premised  entirely  upon  estimated 
figures  for  operating  revenues,  operating  revenue  de¬ 
ductions,  and  net  additions  to  the  rate  base  for  that 
year.  Most  of  these  estimates  are  those  made  by  the 
Company.  Operating  expenses  and  income  taxes  have 
been  adjusted,  as  hereinbefore  explained,  for  the  pur¬ 
pose  of  correcting  the  application  of  a  method  of  fore¬ 
casting  used  by  the  Company.  The  method  itself,  how¬ 
ever,  is  not  precise.  Furthermore,  economic  condi¬ 
tions  are  unsettled.  Price  increases  may  occur  in 
many  of  the  items  entering  into  the  Company’s  costs; 
Federal  regulations  on  home  financing  may  curtail 
residential  building  activity  and  further  increases  in 
taxes  may  occur.  In  short,  according  to  the  witness, 
when  the  actual  results  for  1951  are  known,  they  may 
be  substantially  different  from  the  estimate  set  forth 
in  Commission  Exhibit  No.  46. 
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Second,  the  Modified  Sliding  Scale  Plan  will  operate 
to  control  the  return  earned  by  the  Company  if  the 
actual  return  experienced  for  the  year  1951  should 
prove  to  be  more  than  the  estimated  return.  However, 
the  plan  will  not  operate  in  the  reverse  direction,  due 
to  the  fact  that  the  Deferred  Credit  Account  provided 
by  the  plan  will  be  entirely  depleted  as  of  December 
31,  1950. 

It  has  been  contended  by  Capital  Transit  Company, 
through  the  presentation  of  its  case  and  in  its  brief,  and 
bv  the  Federation  of  Citizens’  Associations  in  its  brief, 
that  Pepco  does  not  require  any  increase  in  its  rates  for 
electric  service.  These  contentions  are  based  primarily 
upon  their  unsupported  argument  that  5%  constitutes  an 
adequate  rate  of  return  for  Pepco.  For  reasons  which  are 
fully  set  forth  in  these  findings  and  opinion,  the  Commis¬ 
sion  cannot  accept  these  contentions. 

The  witness  for  the  Government  recommended  that  the 
Commission  allow  the  increase  in  rates  of  $2,218,900,  or 
whatever  it  takes  to  put  Pepco  on  a  going  5 Vo%  basis. 

As  indicated  in  the  discussion  of  earnings  of  the  Com¬ 
pany,  the  estimated  total  operating  income  from  existing 
rates  for  the  year  1950  is  $6,431,190.  The  Commission  has 
found  that  a  fair  and  reasonable  estimate  of  the  weighted 
rate  base  for  the  year  1950,  to  be  used  in  the  determina¬ 
tion  of  the  rate  of  return  being  experienced  by  the  Company 
under  existing  rates,  is  $137,445,000.  These  figures  indicate 
that  the  Company  is  presently  earning  a  return  of  4.68% 
on  its  rate  base,  or  $1,128,285  less  than  a  return  calculated 
at  the  rate  of  53/2%,  which  has  been  found  by  this  Commis¬ 
sion  to  be  a  fair  and  reasonable  rate  of  return.  At  the 
1950  level  of  income  tax  rates,  the  apparent  deficiency  in 
gross  operating  revenues  for  the  year  1950  amounts  to  ap¬ 
proximately  $2,011,000. 

The  Commission  has  also  found  that  for  the  purposes 
of  this  proceeding,  the  calendar  year  1951  constitutes  a 
reasonable  test  period,  and  that  total  operating  income 
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during  this  period  at  existing  rates  may  reasonably  be 
expected  to  amount  to  approximately  $6,730,000.  This 
amount  would  provide  a  return  of  4.58%  on  the  estimated 
weighted  rate  base  of  $146,926,000  found  by  this  Commis¬ 
sion  to  be  fair  and  reasonable. 

The  foregoing  clearly  indicates  that  an  increase  in  rates 
is  necessary  in  order  to  provide  earnings  which  will  main¬ 
tain  the  Company  in  a  sound  financial  position  and  will 
enable  it  to  attract,  on  favorable  terms,  the  capital  needed 
to  meet  the  increasing  demands  for  electric  service. 

A  return  of  5a%%  on  the  weighted  rate  base  of  $146,- 
926,000  for  1951  would  require  total  operating  income  of 
$8, 080, 930,  or  $1,350,930  in  excess  of  the  total  operating 
income  of  $6,730,000  which  it  is  estimated  will  be  derived 
under  existing  rates.  In  order  to  provide  the  required 
amount  of  additional  net  operating  income,  at  the  presently 
effective  income  tax  rates,  an  increase  of  approximately 
$2,630,000  in  gross  operating  income  is  necessary. 

Upon  consideration  of  all  the  facts  of  record,  the  Com¬ 
mission  is  of  the  opinion  that  an  increase  in  the  rates  for 
electric  service  charged  by  the  Potomac  Electric  Power 
Company,  in  the  amount  of  $2,600,000,  on  an  annual  basis, 
is  necessary  for  the  system  as  a  whole.  In  arriving  at 
this  conclusion,  the  Commission  is  aware  of  the  charged 
economic  conditions  since  the  testimony  was  presented  in 
this  proceeding.  The  increase  in  the  Federal  income  tax 
rates  alone  from  45%  to  47%  to  which  effect  has  been 
given  in  this  finding,  increases  the  revenue  requirements  of 
the  Company  by  approximately  $230,000,  over  any  esti¬ 
mate  contained  in  the  record.  However,  no  effect  has  been 
given  in  any  of  the  calculations  of  record  to  a  recent  wage 
increase  granted  to  employees  of  the  Company,  nor  to  in¬ 
creased  coal  costs  not  recoverable  through  the  operation  of 
the  fuel  clause  in  certain  rate  schedules  which  have  already 
resulted  from  the  recent  increase  in  the  wages  of  coal 
miners.  On  the  other  hand,  the  price  freeze  just  announced 
by  the  Federal  Government,  and  the  limitation  on  use  of 
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vital  materials,  may  well  result  in  curtailment  of  the  con¬ 
struction  program  as  forecast  by  the  Company  and  ac¬ 
cepted  for  the  purpose  of  estimating  the  rate  base  for  the 
year  1951.  Also,  reports  to  the  Commission  covering  op¬ 
erations  for  the  last  four  months  of  1950  indicate  that  the 
Company’s  operating  revenues  are  in  excess  of  estimates 
for  the  same  period,  and  this  trend  may  continue  during 
the  year  1951. 

It  is  impossible  to  weigh  precisely  the  effect  of  these 
and  other  unknown  and  variable  factors,  many  of  which 
will  offset  each  other.  Therefore,  the  Commission  is  of 
the  opinion  that  the  increase  herein  found  to  be  necessary 
for  the  system  as  a  whole,  on  the  basis  of  the  record  made, 
is  just  and  reasonable. 

Rates. 

In  its  application,  the  Company  set  forth  the  distribu¬ 
tion  of  its  proposed  annual  increase  of  $3,500,000  in  gross 
operating  revenues  (based  upon  its  test  year  of  12  months 
ending  June  30,  1951).  This  distribution  was  later  revised 
(Exhibit  No.  30  Revised)  as  follows: 


Per  Cent 

Class  of  Business  Amount  Increase 

Residential  _ _ _  $  470,000  4.3% 

Commercial  Low  Voltage _  945,000  5.6 

Commercial  High  Voltage _  687,000  10.6 

Street  Lighting  -  697,000  58.7 

Street  Railways 

600  volt  D.  C.  service _  514,000  57.8 

Commercial  A.  C.  service _  43,000  93.5 

Other  _  23,000  6.3 

Total  _  $3,379,000  9.2 


At  the  close  of  all  the  testimony  in  this  proceeding,  the 
Commission  stated  that,  in  its  order  relating  to  the  re¬ 
quested  rate  increase,  it  would  indicate  the  pattern  of  rate 
schedules  to  be  developed  to  distribute  by  classes  of  serv¬ 
ice  any  increase  which  the  Commission  might  find  to  be 
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warranted.  The  Commission  has  hereinbefore  determined 
the  amount  of  the  increase  to  be  granted,  which  is  substan¬ 
tially  less  than  the  amount  requested  by  the  Company. 

The  Commission  will  first  discuss  the  proposed  substan¬ 
tial  increases  (both  dollar-wise  and  percentage-wise)  to 
be  assigned  to  street  railways  and  street  lighting.  This  is 
deemed  particularly  appropriate  since  the  record  shows 
that  the  Company  first  determined  the  amount  of  increase 
which  its  cost  studies  indicated  should  be  charged  against 
these  two  types  of  services,  and  then  allocated  the  balance 
of  the  requested  increase  among  the  various  rate  schedule 
classes  on  a  kilowatt-hour  basis. 

(a)  Street  Railways . 

The  original  Power  Contract  which  the  Potomac  Elec¬ 
tric  Power  Company  and  Capital  Transit  Company  entered 
into  in  accordance  with  Paragraph  Tenth  of  the  Unifica¬ 
tion  Agreement  was  presented  to  this  Commission  prior 
to  the  hearing  on  September  18,  1933,  in  Formal  Case  No. 
200,  “to  consider  proposed  unification  of  the  Capital 
Traction  Company  and  the  Washington  Railway  and  Elec¬ 
tric  Company,  in  accordance  with  Act  of  Congress  ap¬ 
proved  January  14, 1933,  as  amended”. 

In  the  preamble  to  this  agreement,  the  following  state¬ 
ments  appear  (Exhibit  No.  41) : 

“Whereas,  the  Railway  Company  owns  or  controls 
certain  facilities  which  the  Power  Company  desires  to 
use;  and 

“Whereas,  the  Railway  Company  requires  an  ade¬ 
quate  and  constant  supply  of  electrical  energy  and  the 
use  of  certain  facilities  owned  by  the  Power  Company 
for  its  operation ;  and 

Whereas,  the  Power  Company  is  able  and  willing  to 
supply  such  electrical  energy  and  desires  to  improve 
its  load  factor  and  is  willing  to  provide  such  additional 
facilities  as  may  be  necessary,  and  the  Railway  Com¬ 
pany  is  willing  that  the  Power  Company  shall  use  cer- 
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tain  of  the  Railway  Company’s  property  and  facilities, 
all  upon  the  terms  and  conditions  hereinafter  stated; 

By  this  contract,  the  Power  Company  agreed  “to  furnish 
an  adequate  supply  of  electric  power  for  the  maintenance 
and  operation  of  the  transit  properties  of  the  Railway 
Company  under  such  terms  and  condition  as  may  be,  from 
time  to  time,  agreed  upon  by  the  parties  hereto  and  ap¬ 
proved  by  the  Public  Utilities  Commission.”  (This  state¬ 
ment  is  somewhat  at  variance  with  the  statement  to  be 
found  in  Paragraph  Tenth  of  the  Unification  Agreement, 
which  reads,  “and  at  such  reasonable  rates  as  the  Public 
Utilities  Commission  may  from  time  to  time  fix”). 

For  the  purposes  of  the  contract,  in  the  determination  of 
rates,  it  was  assumed  that  the  Railway  Company  would 
use  from  60,000,000  kilowatt-hours  to  90,000,000  kilowatt- 
hours  of  electrical  energy  per  year,  and  that  the  rate  for 
any  use  outside  of  those  limits  would  be  determined  by 
supplementary  agreement  between  the  parties,  subject  to 
the  approval  of  the  Public  Utilities  Commission. 

Exhibit  No.  63  in  this  case  is  a  quotation  from  the  testi¬ 
mony  of  Byers  M.  Bachman,  then  Chief  Accountant  of  the 
Public  Utilities  Commission,  in  Formal  Case  No.  200.  This 
testimony  gives  a  comparison  between  the  average  con¬ 
tract  rate  per  kilowatt-hour  and  certain  elements  of  cost 
developed  from  the  current  accounts  of  the  Potomac  Elec¬ 
tric  Power  Company.  The  testimony  did  not  purport  to 
be  an  analysis  of  the  contract  price  to  be  paid,  as  it  gave 
no  weight  to  the  other  factors  of  consideration  recited  in 
the  Power  Contract.  It  did,  however,  test  the  general  rea¬ 
sonableness  of  this  agreement  between  two  utilities,  both 
operating  in  the  District  of  Columbia,  by  showing  that  the 
average  contract  rate  was  not  less  than  the  sum  of  the  cur¬ 
rent  cost  elements  which  he  listed. 

Further  reading  of  the  record  in  Formal  Case  No.  200 
indicates,  in  the  testimony  of  Dr.  William  McClellan,  then 
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President  of  Potomac  Electric  Power  Company  (Tr.  59  and 
60),  that  the  consideration  of  the  value  of  the  use  by  the 
Power  Company  of  certain  Transit  Company  facilities 
could  not,  at  that  time,  be  definitely  ascertained.  Such 
testimony  on  September  18,  1933,  demonstrates  that  at 
the  time  of  the  original  drafting  and  submission  of  the 
Power  Contract,  this  element,  as  well  as  the  general  con¬ 
siderations,  was  not  susceptible  of  determination  with 
mathematical  certainty. 

The  Power  Contract,  in  final  form,  dated  September  29, 
1933,  was  approved  by  the  Public  Utilities  Commission  by 
letter  dated  September  21,  1933,  with  final  approval  being 
deferred  until  after  the  Definitive  Unification  Agreement 
had  been  approved  by  the  stockholders  of  Capital  Traction 
Company  and  Washington  Railway  and  Electric  Company. 

This  contract  has  remained  in  force  unchanged,  except 
that  when  the  Capital  Transit  Company  requirements  ex¬ 
ceeded  the  maximum  of  90,000,000  kilowatt-hours  in  1942, 
a  supplemental  agreement  executed  by  the  companies  was 
presented  to  the  Commission  for  approval  (Exhibit  No. 
41A).  The  supplemental  agreement  fixed  the  rate  for  each 
kilowatt-hour  in  excess  of  7,500,000  kilowTatt-hours  per 
month  at  $.009,  and  contained  a  revised  fuel  clause,  ap¬ 
plicable  to  such  excess,  based  on  the  then  cost  of  coal.  The 
agreement  of  September  29,  1933,  was  in  all  other  respects 
to  remain  unmodified.  This  Commission,  by  letter  of  Au¬ 
gust  3,  1942,  approved  the  supplemental  agreement  (Ex¬ 
hibit  No.  61). 

Contrary  to  usual  practices  of  rate-making,  the  agreed 
price  for  the  increased  volume  of  usage  (in  excess  of  7,- 
500,000  kilowatt-hours  per  month)  was  substantially  higher 
than  the  then  rate  for  use  below  7,500,000  kilowatt-hours 
per  month  under  the  original  Power  Contract.  The  sup¬ 
plemental  agreement  recites  that  the  Capital  Transit  re¬ 
quirements  in  excess  of  90,000,000  kilowatt-hours  per  annum 
have  required  the  Potomac  Electric  Power  Company  to  en¬ 
large  its  facilities  and  that  further  additions  will  be  neces- 
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sary  in  the  future.  It  is  further  pointed  out  that  the  addi¬ 
tional  substation  equipment  required  by  the  increased  load 
is  suitable  only  for  the  purpose  of  meeting  Capital  Tran¬ 
sit’s  requirements. 

As  the  original  Power  Contract  remained  in  force  in  all 
other  respects,  the  general  considerations  contained  there¬ 
in  applied  only  to  usage  between  the  contract  limits,  and 
cannot  be  said  to  be  applicable  in  full  to  additional  usage 
contemplated  by  the  supplemental  agreement,  which,  as 
was  heretofore  stated,  would  require  further  property  addi¬ 
tions  by  Pepco.  Had  the  rate  established  for  use  in  excess 
of  7,500,000  kilowatt-hours  per  month  applied  also  to  use 
below  that  amount,  substantial  increase  would  have  re¬ 
sulted. 

Capital  Transit  Company  Exhibit  No.  74  shows  the  esti¬ 
mated  cost  new  of  its  property  used  by  Pepco  in  supplying 
electrical  energy,  trended  to  1945,  1949  or  1950  price  levels 
for  varying  classes  of  property.  This  estimate,  later  re¬ 
vised  by  testimony,  amounts  to  $1,730,554,  and  covers  the 
items  of  cable,  conduit,  and  substation  land,  buildings  and 
equipment.  In  addition  to  the  appraised  items,  Capital 
Transit  sets  up  certain  right-of-way  land  and  poles  for 
which  there  is  no  appraised  value  calculated.  These  fig¬ 
ures  cannot  be  used  as  a  determination  of  the  value  of  tran¬ 
sit  property  used  by  Pepco,  for  the  primary  reason  that 
the  property  reported  is  not  new;  therefore,  the  total  re¬ 
flects  neither  the  present  condition  nor  the  value  of  the 
property.  Later  testimony  by  Capital  Transit  gave  the 
original  cost  of  such  property  as  $705,106,  which,  when 
depreciated  by  an  average  percentage,  was  reduced  to 
$411,784. 

Pepco  Exhibit  No.  83  shows  both  Pepco  property  used 
by  Capital  Transit  and  Capital  Transit  Company  property 
used  by  Pepco.  The  listing  of  property  other  than  sub¬ 
station  property  is  given  by  items  only.  Included  in  these 
items  is  Pepco  land  at  Benning  Power  Plant,  containing 
189,095  square  feet,  used  by  Capital  Transit.  This  land  is 


not  used  either  in  the  furnishing  or  receiving  of  electrical 
energy  and,  therefore,  should  not  be  considered  in  fixing 
rates  for  electricity. 

Sheet  2  of  the  exhibit  shows  substation  land,  buildings 
and  equipment  tabulated  by  ownership.  Property  listed 
as  owned  by  Pepco  and  used  in  600-volt  railway  service  is 
included  in  the  Pepco  rate  base,  and  as  a  result  is  a  com¬ 
ponent  in  the  determination  of  proper  rates  and  needs  no 
further  consideration.  Transit-owned  property  is  shown 
in  the  exhibit  as  amounting  $516,865  as  of  December  31, 
1949,  on  an  estimated  original  cost  basis. 

This  Capital  Transit  property,  which  has  been  shown  at 
original  cost,  is  used  in  the  conversion  of  electricity  to 
600-volt  direct  current,  and  under  the  development  of  costs 
and  rates  for  Capital  Transit  Company,  as  made  by  Pepco, 
any  allowance  for  the  use  of  Transit  property  would  have 
been  offset  by  a  corresponding  amount  in  the  conversion 
charges  which  w'ere  determined  by  the  Pepco  witness.  The 
most  probable  effect  of  the  inclusion  of  Capital  Transit 
property  used  by  Pepco  would  be  a  slight  revision  in  per¬ 
centage  ratios  developed  from  Exhibit  No.  31,  by  reason  of 
the  fact  that  such  inclusion  would  increase  the  total  prop¬ 
erty  used  and  useful  for  the  production  and  distribution  of 
electric  energy.  As  Exhibit  No.  31  is  not  susceptible  of 
use  in  an  exact  determination  of  rates,  the  Commission 
believes  that  this  would  be  an  unnecessary  refinement. 
However,  consideration  should  be  given  to  the  use  of  Capi¬ 
tal  Transit  Company  property  for  service  to  others. 

It  then  appears  that  the  determination  of  the  property 
jointly  used,  and  the  property  used  by  one  company  and 
owned  by  the  other,  is  not  important  in  this  proceeding, 
for  the  reason  that  the  record  does  not  disclose  in  total 
the  value  or  cost  of  such  property,  and  the  resulting  in¬ 
fluence  on  rate  schedules  w’ould  be  minor.  Of  more  im¬ 
portance  is  the  general  consideration  of  the  type  and  class 
of  service  and  the  volume  of  use  of  electricity. 
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Rates  under  the  jurisdiction  of  this  Commission  fall  into 
three  categories,  and  the  record  shows  a  fourth  class  of 
sales  by  Pepco  which  might  be  termed  ‘  ‘  Wholesale  Rates  to 
Other  Electric  Utilities”.  Capital  Transit  Company,  being 
a  large  user  of  electricity,  and  a  public  utility,  has  some 
of  the  characteristics  of  this  latter  classification.  The  de¬ 
velopment  of  rates  for  Capital  Transit  600-volt  service,  as 
proposed  by  Pepco  in  this  proceeding,  is  based  wholly  on 
such  characteristics  as  compare  street  railway  use  with 
commercial  high  voltage  consumer  use.  During  1949,  Capi¬ 
tal  Transit  use  exceeded  20%  of  total  commercial  high  volt¬ 
age  use,  and  was  comparable  to  the  kilowatt-hours  sold 
under  contract  to  other  electric  utilities.  Consideration 
must  be  given  to  the  fact  that  Capital  Transit  is  a  utility 
and  a  large  user  of  Pepco  service. 

In  determining  the  proposed  rates  for  street  railway 
service,  both  the  energy  and  demand  components  were 
based  on  the  proposed  commercial  high  voltage  schedule 
after  correction  for  conversion  losses  by  increasing  the 
total  kilowatt-hours  and  kilowatt  demand.  The  conversion 
charge  component  of  the  rate  was  developed  directly  from 
the  total  of  such  costs  during  the  year  1949  (Exhibit  No. 
20).  In  the  proposed  rates,  the  energy  rate  has  been  re¬ 
duced  from  the  block  rates  proposed  for  high  voltage  serv¬ 
ice  to  .65c  per  kilowatt-hour.  This  reduction  would  un¬ 
doubtedly  reflect  the  effect  of  volume  use  by  another  utility, 
and  compares  more  favorably  with  the  wholesale  contract 
rates  established  for  other  electric  utilities.  However, 
this  effect  is  completely  vitiated  by  the  fact  that  demand 
rates  have  been  increased  so  that  the  net  result  or  total 
cost  is  still  that  of  the  proposed  commercial  high  voltage 
schedule  plus  the  conversion  charge. 

The  rates  to  be  used  for  the  conversion  costs,  expressed 
in  a  unit  per  kilowatt  of  demand,  are  based  upon  readily 
segregated  current  costs.  The  total  conversion  costs  borne 
by  Pepco  have  been  assigned  to  Capital  Transit,  and,  as 
shown  by  Exhibit  No.  20,  amount  to  $378,000,  which  in- 


eludes  all  overhead  charges  and  a  return  at  6.08%.  This 
sum  also  includes  approximately  $3,500  properly  assign¬ 
able  to  other  600-volt  users.  It  does  not  reflect  costs  in¬ 
cident  to  conversion  property  which  are  directly  borne  by 
Capital  Transit  Company,  such  as  depreciation  and  taxes, 
nor  does  it  reflect  the  minor  use  of  Capital  Transit  dis¬ 
tribution  facilities  in  furnishing  service  to  other  600-volt 
customers.  The  energy  delivered  to  other  600-volt  com¬ 
mercial  customers  is  less  than  2%  of  the  amount  delivered 
to  Capital  Transit;  therefore,  any  adjustment  for  such 
use  of  Capital  Transit  property  would  be  negligible  and 
beyond  the  limits  of  accuracy  obtainable  in  the  development 
of  rate  schedules. 

Recognition  of  the  fact  that  the  $378,000  contains  costs 
of  conversion  for  others,  and  liberal  allowance  for  over¬ 
head  costs  and  return,  should  be  given  in  the  development 
of  the  per  kilowatt  rate  for  conversion  chargeable  to  the 
Capital  Transit  Company. 

Use  by  Capital  Transit  of  alternating  current  is  exactly 
similar  to  other  commercial  use,  is  obtained  from  the  same 
system  as  other  commercial  use,  and  should  be  billed  at 
the  appropriate  commercial  schedule  under  which  such  use 
is  available. 

(b)  Public  Street  Lighting  and  Traffic  Signal  Rates. 

The  schedules  proposed  by  the  Company  for  street  lights 
and  traffic  signals  are  based  primarily  on  the  use  of  the 
large  commercial  schedule  for  the  determination  of  proper 
electricity  charges,  and  the  use  of  recorded  operation  and 
maintenance  costs,  including  percentage  assignments  for 
overheads,  depreciation  and  return,  for  the  development 
of  service  charges.  The  direct  costs  of  operating  and  main¬ 
taining  street  lights  and  traffic  signals  are  recorded  in  spe¬ 
cific  accounts,  and  are,  therefore,  readily  ascertainable. 
The  percentage  to  be  added  to  such  costs  for  general  ad¬ 
ministration  and  other  overheads,  if  assigned  on  the  basis 
of  the  relationship  between  the  total  of  such  costs  and  the 
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total  of  operating  expenses,  exclusive  of  fuel  costs,  would 
tend  to  be  a  maximum  because  certain  elements  of  such 
costs  do  not  strictly  apply  to  this  type  of  service. 

In  the  development  of  the  electricity  charges,  considera¬ 
tion  was  said  to  have  been  given  to  the  absence  of  metering 
costs,  the  wholly  night-time  use  of  electricity  by  street 
lights,  and  the  fact  that  the  street  lighting  demand  is  off 
the  peak  of  system  generation.  This  consideration  con¬ 
sisted  of  the  use  of  the  bottom  block  energy  rate  and  the 
second  demand  block  rate  of  the  large  commercial  schedule. 
The  record  does  not  disclose  whether  such  consideration  is 
adequate  to  reflect  the  above  differences. 

Certain  Congressional  restrictions  on  the  charges  for 
street  lighting  have  been  in  effect  for  many  years.  These 
provisions,  which  appear  in  each  annual  Appropriation  Act 
for  the  District  of  Columbia,  (1)  restrict  rates  with  respect 
to  certain  sizes  and  kinds  of  lights  which  were  in  use  in 
the  year  1927,  (2)  limit  the  payment  for  electricity  for  new 
forms  of  street  lighting  subsequent  to  1927  to  a  rate  not 
exceeding  2c  per  kilowatt-hour,  (3)  limit  the  charge  for  de¬ 
preciation  and  return  on  the  Company’s  investment  in 
street  lighting  equipment,  and  (4)  limit  the  payment  for 
relocating  street  light  posts  to  $5.00. 

The  Company  witness  testified  that  the  proposed  rates 
do  not  exceed  any  of  these  limitations.  The  specific  rates 
prescribed  for  types  of  street  lighting  which  were  in  exist¬ 
ence  in  1927  encompass  so  minor  a  portion  of  present-day 
street  lighting  types  as  to  be  negligible.  However,  because 
the  limitation  to  $5.00  for  relocating  street  light  posts  is 
so  stringent  in  the  light  of  present-day  costs  (the  record 
shows  the  average  cost  of  relocation  to  be  $113  per  post), 
the  Company  requested  that  steps  be  taken  to  have  this 
limitation  removed. 

The  rates  proposed  by  the  Company  have  been  developed 
to  cover  the  total  cost  of  street  lighting  and  traffic  signal 
service  and  have  not  been  made  subject  to  the  considera¬ 
tion  of  the  total  amount  or  percentage  of  increase  such  as 
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was  given  by  the  Company  in  the  case  of  the  increase  in 
customer  costs  under  the  residential  schedules. 

(c)  Residential  Schedules. 

The  increases  assigned  to  the  residential  schedules  were 
absorbed  by  the  30c  increase  in  the  minimum  bill  which 
would  apply  to  approximately  6,000  customers,  and  a  maxi¬ 
mum  and  fairly  constant  increase  of  22c  per  bill  to  all 
other  residential  Schedule  “R”  customers.  In  the  sub¬ 
urban  zone,  the  minimum  bill  is  increased  25c,  and  cus¬ 
tomers  in  other  consumption  brackets  would  receive  in¬ 
creases  from  20c  to  65c.  As  it  is  proposed  to  discontinue 
the  present  rural  zone,  customers  in  that  zone  would  gen¬ 
erally  receive  a  reduction  resulting  from  reclassification. 

In  the  development  of  the  residential  schedules,  there¬ 
fore,  the  Company  has  completely  departed  from  its  gen¬ 
eral  statement  that  an  allocation  by  kilowatt-hours  would 
reflect  a  proper  proportion  of  the  type  of  costs  necessitat¬ 
ing  the  needed  additional  revenue,  and  that  the  relation  be¬ 
tween  groups  under  existing  schedules  is  equitable.  If  the 
existing  schedules  are  in  a  substantially  proper  relation¬ 
ship,  then  the  amount  of  increase  assigned  to  residential 
schedules  does  not  compensate  for  any  increase  in  the  de¬ 
mand  or  energy  components  of  costs,  and  only  partially 
compensates  for  the  increase  in  the  customer  component. 

The  proposed  increase  in  the  minimum  bill  for  residen¬ 
tial  and  small  commercial  customers  in  the  urban  zone  from 
80c  to  $1.10  was  based  upon  the  statement  that  customer 
costs  had  increased  to  $1.30  per  month,  and  the  opinion 
that  an  increase  to  that  amount  could  not  be  made  at  this 
time,  as  the  Company  felt  that  $1.10  -was  as  far  as  they 
could  reasonably  go  in  an  increase  of  this  sort. 

The  Comission  recognizes  that,  writh  the  exception  of 
6,000  minimum  bill  customers,  the  increase  in  the  customer 
component  of  cost  may  be  compensated  for  in  the  rate  for 
the  low-use  block  of  energy.  However,  under  the  proposed 
rates,  the  first  block  rate  has  been  retained  at  4c  per  kilo- 
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watt-hour,  with  an  extension  of  the  applicable  consumption 
from  40  to  50  kilowatt-hours,  which  results  in  monthly  con¬ 
sumptions  of  10  and  20  kilowatt-hours  receiving  a  minimum 
bill  increase  of  30c,  consumptions  of  30  and  40  kilowatt- 
hours  receiving  no  increase,  and  the  consumption  of  50 
kilowatt-hours  receiving  a  21c  increase,  as  shown  by  Exhibit 
No.  47. 

The  proposed  large  residential  schedules  were  developed 
by  the  Company  to  provide  a  schedule  for  residential  use 
similar  in  characteristics  to  the  large  commercial  sched¬ 
ule.  These  schedules  would  provide  a  two-part  form  of 
rate  for  such  residential  customers  where  their  load  fac¬ 
tors  differ  widely.  Studies  of  the  characteristics  of  cus- 
tomers’  needs  indicated  to  the  Company  that  beyond  a  cer¬ 
tain  point  the  load  factors  of  individual  customers  varied 
widely  from  that  of  the  group  average. 

In  the  lower  consumption  ranges,  where  this  variation 
was  not  pronounced,  the  block  form  of  rate  as  used  in  the 
residential  schedules  was  determined  to  be  equitable  for 
all  customers.  But  as  consumption  increased,  the  influence 
of  variation  in  load  factors  was  believed  to  require  the  two- 
part  rate  to  maintain  equity  between  customers.  The  neces¬ 
sity  for  the  large  residential  rates  is  then  distinct  and  apart 
from  the  question  of  the  availability  of  these  rates  to  a 
complete  group  of  commercial  users. 

The  Company  developed  the  large  residential  rates  from 
a  sampling  of  97  meter  readings  from  residential  custom¬ 
ers,  and  shows  by  exhibit  that  the  curve  of  the  average  large 
residential  rate  per  kilowatt-hour  for  the  average  load 
factor  so  developed  closely  approximates  that  of  the  curve 
of  residential  rates.  Variations  under  the  large  residential 
rates  would  then  depend  on  variation  in  load  factor.  These 
rates  would  presently  apply  to  1,100  residential  customers. 

(d)  Commercial  Low  Voltage  Schedules. 

The  requested  increase  assigned  to  the  low  voltage  cate¬ 
gory  was  distributed  to  the  large  commercial  and  small 


1167 


♦ 


♦ 

4 


* 

► 


4 


S* 


¥ 

\ 

¥ 


¥ 


'J 

u 


'■2 


commercial  types.  The  large  commercial  schedule,  having 
been  developed  first,  maintained  generally  the  same  rela¬ 
tionship  to  the  proposed  high  voltage  rate  that  the  existing 
large  commercial  and  high  voltage  schedules  now  have. 

As  the  increase  assigned  to  high  voltage  was  10.6%,  and 
the  increase  assigned  to  low  voltage  commercial,  including 
both  large  and  small  commercial  types,  was  5.6%,  by  neces¬ 
sity  the  large  commercial  schedule  would  have  a  relatively 
higher  increase  than  the  remainder  which  was  assigned  to 
the  small  commercial  schedule.  In  fact,  under  the  proposed 
small  commercial  schedule,  153,000  of  the  bills  for  the  year 
1949  would  remain  unchanged.  This  means  that  more  than 
35%  of  the  small  commercial  customers  would  not  bear  any 
portion  of  the  needed  increase.  A  further  consideration 
is  that  the  influence  of  the  customer  component  of  costs 
progressively  increases  in  importance  from  large  commer¬ 
cial  to  small  commercial  and  then  to  residential.  The  stabi¬ 
lization  provided  by  a  fuel  clause  in  the  high  voltage  and 
large  commercial  schedules  does  not  extend  to  the  small 
commercial  and  residential  schedules. 

In  addition  to  the  large  segment  of  small  commercial  cus¬ 
tomers  who  would  not  bear  any  portion  of  the  necessary 
increase  under  the  proposed  schedules,  there  would  be  a 
•substantial  transfer  of  customers  from  the  commercial 
schedules  to  the  proposed  large  residential  schedules.  Ap¬ 
proximately  800  customers  would  transfer  from  the  large 
commercial  schedule  and  850  from  the  small  commercial 
schedule. 

Based  on  1949  usage,  this  would  mean  that  the  bills  of  the 
customers  so  transferring  from  the  small  commercial  sched¬ 
ule  vrould  be  reduced  $74,000,  and  those  from  the  large  com¬ 
mercial  schedules  $241,000,  below  the  proposed  commercial 
schedules.  This  group  comprises  1,650  master-metered 
housekeeping  apartments  wdiere  there  is  no  usage  for 
stores,  shops,  restaurants,  or  the  like,  providing  an  ag¬ 
gregate  annual  revenue  of  $1,785,000  under  existing  rates. 
While  making  the  large  residential  schedule  available  to 
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master-metered  residential  apartments,  because  of  a  stated 
similarity  between  load  characteristics  and  that  of  a  group 
of  residences,  the  Company  has  not  proposed  that  the  large 
residential  schedule  be  available  to  rooming  houses  which 
have  four  or  more  rooms  for  hire,  a  group  of  customers  now 
classified  as  commerial. 

(e)  Commercial  High  Voltage  Schedule. 

The  proposed  increase  in  high  voltage  rates  averages 
10.6%,  and  was  determined  generally  on  a  distribution  of 
the  amounts  allocated  to  rate  schedules  on  the  basis  of  kilo¬ 
watt-hour  sales — the  remaining  portion  of  dollar  needs 
being  assigned  to  low  voltage  commercial,  giving  an  in¬ 
crease  of  5.6%,  and  to  residential,  giving  an  increase  of 
4.3%. 

Having  once  determined  the  amount  to  be  assigned  to 
schedule  customers,  and  then  distributing  the  amount  on  the 
basis  of  kilowatt-hour  sales,  the  indeterminate  effect  of 
aggregating  or  combining  eight  proposed  rate  classifica¬ 
tions  into  one  group  would  have  no  effect,  as  the  relation¬ 
ship  of  demand  was  not  used  basically  in  the  distribution. 

The  record  shows  that  since  1947  the  kilowatt-hours  used 
per  kilowatt  of  demand  have  not  changed  substantially,  and 
this  fact,  combined  with  the  assumption  that  the  present 
rate  schedules  were  generally  equitable  in  their  relation¬ 
ship  one  to  the  other,  was  used  as  the  indication  that  the 
kilowatt-hour  basis  properly  reflects  the  increased  cost  of 
service.  However,  the  resulting  percentage  increases  de¬ 
veloped  by  this  method  do  indicate  that  the  kilowatt-hour 
basis  disregards  the  substantial  increase  in  customer  com¬ 
ponent  of  costs  as  well  as  the  demand  component. 

(f)  Cost  of  Service. 

The  impossibility  of  determining  the  cost  of  service  for 
each  individual  user  or  location  is  apparent.  Substantially 
all  of  the  costs  entering  into  the  cost  of  service  vary  by 
location,  by  season  and  even  by  hour  of  production,  and  by 
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individual  requirements  as  to  demand  and  use.  The  cost  of 
service  study  requested  by  this  Commission,  and  shown  by 
Exhibit  No.  31,  was  for  the  purpose  of  indicating  why  there 
should  be  in  the  present  rate  consideration  such  a  disparity 
between  the  increases  proposed  for  street  railway  and  street 
lighting  rates,  and  the  general  schedule  rates.  In  order  to 
prevent  any  overlapping  of  costs,  the  study  was  requested 
on  the  basis  of  total  system  cost  and  service  (Tr.  195).  It 
was  recognized  that  many  assumptions  would  be  necessary, 
and  that  it  would  not  be  possible  to  obtain  absolute  accuracy 
in  such  a  study.  However,  the  study  does  indicate  that  there 
should  be  a  substantial  upward  revision  in  the  rates  to 
be  applied  for  both  street  railway  and  street  lighting 
service. 

The  effect  of  the  aggregation  of  several  schedules  into 
one  type  of  service,  as  shown  in  the  cost  study,  would,  be¬ 
cause  of  the  diversity  of  demand,  result  in  a  certain  amount 
of  shifting  of  the  proportionate  percentage  of  total  cost 
as  between  various  classes.  Under  the  method  used  in 
Exhibit  No.  31,  where  the  percentages  of  demand  are  rea¬ 
sonably  close  to  the  percentages  of  gross  energy  assignable 
to  classes,  this  result  would  not  be  as  apparent  as  that 
shown  in  the  illustrative  exhibits  presented  by  the  Govern¬ 
ment  witness.  The  percentages  used  in  Exhibit  No.  31  for 
the  purpose  of  allocating  the  demand  component  were  de¬ 
rived  by  averaging  demand,  and  energy  or  base  load  fac¬ 
tors.  This  method,  which  was  not  basically  opposed  by 
any  witness,  has  the  effect  of  reducing  the  differential  be¬ 
tween  demand  and  energy  requirements,  thus  recognizing 
the  fact  that  while  a  large  part  of  the  costs  of  service  has 
been  functionally  allocated  to  the  demand  component,  the 
same  facilities  and  the  same  operations  which  are  required 
by  the  maximum  demand  placed  on  the  system  also,  to  a 
varying  degree,  are  required  for  the  furnishing  of  energy. 

The  costs  of  service  shown  by  Exhibit  No.  31  cannot  be, 
and  have  not  been,  used  in  the  development  of  individual 
rate  schedules.  There  are,  however,  certain  general  con- 
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siderations  which  may  have  a  great  influence  in  establishing 
rates  for  particular  types  of  service,  and  such  considera¬ 
tions  have  been  weighed  as  well  as  the  costs  of  service 
shown  by  Exhibit  No.  31. 

(g)  Changes  in  General  Terms  and  Conditions  for  Fur¬ 
nishing  Electric  Service. 

Certain  changes  are  proposed  in  Sections  1,  4,  8, 10  and  11 
of  the  General  Terms  and  Conditions  for  furnishing  electric 
service,  which  are  principally  for  the  purpose  of  clarifica¬ 
tion  or  conformity  with  present  practice.  With  one  excep¬ 
tion,  these  changes  appear  to  be  reasonable  and  will  be  ap¬ 
proved. 

The  proposed  revisions  in  subparagraphs  b  and  c  of  the 
first  paragraph  under  Section  S — Billing,  are  not  clear.  In 
clarifying  these  exceptions  to  the  separate  bill  provisions 
of  the  general  terms  and  conditions  for  furnishing  electric 
service,  consideration  might  be  given  to  the  consolidation 
of  subparagraphs  b  and  c  into  a  single  paragraph. 

(h)  Conclusions  as  to  Rates. 

The  Commission  has  before  it  in  this  record  two  general 
methods  of  allocating  the  necessary  increase  to  schedule 
customers.  In  the  application  of  these  methods,  both  the 
witness  for  the  Company  and  the  witness  for  the  United 
States  Government  have  allocated  to  street  railway  rates 
and  street  lighting  rates  the  full  cost  of  service  shown  by 
studies  made  by  the  Company.  They  were  then  concerned 
with  the  distribution  of  the  remaining  needed  additional 
revenue  to  proposed  rate  schedules  by  different  methods. 

The  Company  method  of  using  the  relationship,  of  kilo¬ 
watt-hours  furnished  to  general  classes  of  consumers  has 
the  effect  of  assigning  a  disproportionately  large  percent¬ 
age  of  the  increase  to  the  high  voltage  and  large  commercial 
rate  schedules. 

The  method  of  allocation  on  the  revenue  basis  used  by  the 
witness  for  the  United  States  Government,  while  it  would 
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in  effect  maintain  the  existing  dollar  relationship  between 
the  various  schedules,  has  the  effect  of  loading  the  small 
commercial  and  residential  schedules  with  a  higher  pro¬ 
portionate  amount  because  of  the  higher  average  cost  per 
kilowatt-hour  in  such  schedules. 

From  the  record  before  it,  the  Commission  cannot  de¬ 
termine  a  strictly  accurate  method  of  assigning  the  total 
additional  revenue  needs  by  rate  schedules,  and  is  not  con¬ 
vinced  that  a  strict  assignment  of  the  additional  revenue 
would  be  conducive  to  equity  between  rate  schedules,  be¬ 
cause  of  the  many  factors  involved  in  the  development  of 
the  existing  schedules  which  cannot  be  given  full  considera¬ 
tion  in  the  method  of  assigning  an  incremental  amount  of 
rate  increase.  Witness  for  the  Company  has  stated : 

“Rate  making  has  been,  still  is,  and  probably  will 
be  for  some  time  to  come,  a  process  of  refinement,  not 
necessarily  to  either  increase  or  decrease  the  overall 
revenue  of  the  Company,  but  to  establish  just,  reason¬ 
able,  and  equitable  rates  not  only  for  customer  groups 
being  furnished  with  service  of  different  voltage  or 
character,  but  also  to  customers  of  different  sizes  with¬ 
in  the  group  and  even  customers  having  the  same  con¬ 
sumption,  but  to  whom  the  cost  of  furnishing  their 
service  may  be  quite  different.” 

This  process  of  refinement  cannot  be  accomplished  in 
one  step  wfith  regard  to  certain  rates,  such  as  those  for 
street  railway  and  street  lighting,  and  in  progressive  steps 
for  other  rates,  such  as  the  minimum  bill  and  residential 
charges,  all  within  the  same  rate  structure.  Both  street 
railway  and  street  lighting  rates  now  in  effect  must  be 
assumed  to  contain  elements  of  all  costs.  It  is  not  possible 
at  this  time  to  say  that  any  particular  element  of  the  cost 
of  furnishing  electricity  for  these  services  has  been  com¬ 
pletely  absent  from  the  single  rate.  In  the  case  of  street 
railway,  then,  the  existing  rate  must  be  assumed  to  con¬ 
tain  indeterminate  amounts  of  customer,  demand,  energy 
and  conversion  costs.  Other  than  the  conversion  cost  com¬ 
ponent,  street  railway  rates  should  be  considered  in  this 
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process  of  refinement  on  the  same  footing  as  rates  for  other 
classes  of  service  in  the  distribution  of  the  remaining  incre¬ 
ment  of  additional  total  needs. 

In  the  case  of  street  lighting,  the  service  charges  can  be 
readily  ascertained  under  the  present  accounting  prac¬ 
tices.  This  is  true  also  of  the  majority  of  the  costs  enter¬ 
ing  into  the  customer  component  or  minimum  bill  expenses. 
The  proposal  before  the  Commission  with  regard  to  the 
customer  component  or  minimum  bill  charge  is  that  this  full 
additional  cost  of  service  cannot  be  assigned  at  this  time 
to  the  minimum  bill  because  of  the  amount  of  increase 
which  it  would  entail.  The  equity  of  this  proposal  pre¬ 
sumably  rests  upon  the  consideration  that  such  cost,  as  it 
applies  to  all  customers  in  more  or  less  varying  amounts, 
can  be  included  in  the  general  increase  in  revenue  with¬ 
out  a  substantial  disruption  of  existing  relationships.  With 
regard  to  the  applicability  to  all  customers,  municipal  street 
lighting  costs  deserve  similar  consideration. 

Under  the  availability  clauses  of  the  schedules  proposed 
by  the  Company,  the  large  single  group  of  master-metered 
residential  apartment  customers  would  be  transferred  from 
the  existing  commercial  category  to  that  of  residential,  at 
a  considerable  reduction  in  cost  of  service  to  this  group  of 
customers.  In  the  absence  of  a  clear  showing  of  unfair¬ 
ness  in  existing  rates,  the  Commission  is  not  in  accord  with 
a  reduction  to  any  particular  class  of  consumers  at  a  time 
when  the  need  for  a  substantial  increase  in  revenue  has 
been  demonstrated.  While  the  record  shows  that  master- 
metered  apartment  houses  have  many  use  characteristics 
similar  to  those  of  a  group  of  individual  dwellings,  many  of 
those  characteristics  are  also  present  in  the  use  of  other 
consumers  who  have  available  to  them  only  the  commercial 
schedules.  The  Commission  is  of  the  opinion  that  the 
broad  classification  of  commercial  should  not  be  disrupted 
by  making  other  schedules  available  to  any  selected  group. 

Based  upon  the  foregoing,  and  after  consideration  of  all 
the  facts  of  record,  including  particularly  both  the  kilowatt- 
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hour  basis  and  the  revenue  basis  of  allocation,  as  applied 
to  all  classes  of  service,  the  Commission  finds  and  concludes 
that  the  distribution  of  the  additional  needed  revenue 
should  be  substantially  as  follows : 


Type  of  Service  Amount 

Residential _  $  550,000 

Commercial : 

Low  voltage _  970,000 

High  voltage  _  560,000 

Street  lighting _  265,000 

Street  railway: 

600-volt  service  ) 

A-C  service  at  commercial)  230,000 

schedule  rates  ) 

Other  _  25,000 


$2,600,000 


The  foregoing  distribution  of  additional  revenue  is  prem¬ 
ised  upon  a  system  basis.  It  is  recognized  that  an  exact  per¬ 
centage  apportionment  to  each  and  every  type  of  service 
is  not  practicable,  and  some  deviation  between  classes  of 
service  may  be  necessary. 

The  record  indicates  that  it  is  desirable  and  equitable 
to  extend  the  rates  available  in  the  urban  zone  to  both  the 
Virginia  territory  of  the  Company  and  to  an  additional 
area  in  Maryland,  which  has  developed  rapidly  in  the  past 
few  years.  The  Company  proposed,  without  opposition, 
to  combine  the  existing  suburban  and  rural  zones  in  Mary¬ 
land.  The  extension  of  the  urban  zone  to  Virginia  and  ad¬ 
ditional  areas  in  Maryland  and  the  consolidation  of  the 
suburban  and  rural  zones  in  Maryland  would  of  necessity 
result  in  some  customers  receiving  a  decrease  and  would 
make  impossible  adherence  to  an  exact  apportionment  of 
the  increase  found  necessary. 

The  distribution  of  the  authorized  increase  reflected  above 
by  classes  of  service  is  set  forth  as  a  general  guide  to  the 
Company  in  designing  new  rate  schedules  to  produce  the 
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additional  revenue,  and  does  not  represent  a  final  conclu¬ 
sion  with  respect  to  rate  schedules  which  will  be  submitted 
by  the  Company.  In  designing  new  rate  schedules,  the 
Company  should  bear  in  mind  the  view  of  the  Commission 
set  forth  above  that,  to  the  extent  possible,  the  increase 
in  rates  approved  should  be  equitably  distributed  among 
customer  classes,  and  among  customers  within  each  class, 
to  the  end  that  decreases  in  rates  to  any  customer  group 
should  be  avoided.  The  Commission  is  also  of  the  opinion 
that  in  achieving  the  objective  of  equitable  distribution,  the 
increase  to  minimum  bill  customers  should  not  exceed  25% 
of  the  existing  minimum  bill.  Effect  should  be  given  also 
to  other  comments  in  this  section  bearing  upon  the  develop¬ 
ment  of  new  rate  schedules. 

Conclusion. 

The  various  phases  of  the  present  proceeding  have  been 
explained  in  considerable  detail,  in  order  that  the  impor¬ 
tance  of  the  problems  presented  may  be  stated  as  clearly 
as  possible. 

It  appears  that  the  Commission  is  again  faced  with  a  pat¬ 
tern  of  development  very  similar  to  that  vrhich  unfolded 
during  World  War  II.  Demands  for  utility  service  are 
expanding  rapidly.  The  need  for  additional  facilities  is 
becoming  more  acute.  Costs  of  operation  are  mounting. 
Emphasis  is  being  placed  upon  the  ability  of  the  utilities 
to  finance  their  requirements  for  additions  to  plant,  in 
order  that  the  vital  needs  of  consumers  can  be  supplied. 

It  has  been  urged  upon  this  Commission  that  Pepco  does 
not  need  additional  revenue.  The  record  does  not  support 
such  a  contention.  Again,  as  always  in  cases  involving  the 
question  of  rates  for  utility  services,  the  Commission  must 
consider  both  the  fairness  of  charges  to  consumers  and  the 
fairness  and  adequacy  of  the  return  to  be  provided  in¬ 
vestors  in  the  securities  of  the  utility  company.  It  is  pos¬ 
sible  to  achieve  a  balancing  of  the  interests  of  consumers 
and  investors.  That  it  can  be  done  is  amply  demonstrated 
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by  the  record  of  the  war  years  in  this  jurisdiction.  All  of 
the  utility  companies  operating  within  the  District  of  Co¬ 
lumbia  received  citations  from  the  Federal  Government 
for  outstanding  service  to  the  public  during  those  troublous 
years.  They  were  all  able  to  raise  funds  for  the  expansion 
of  their  services  as  needed.  And  yet,  in  no  instance  did  the 
amount  paid  to  investors  as  dividends  constitute  more  than 
a  fair  return. 

It  is  the  aim  of  the  Commission  in  the  present  proceed¬ 
ing  to  arrive  at  a  fair  solution  of  the  problems  facing  both 
the  utility  and  the  consumer.  Its  conclusion  have  been  set 
forth  throughout  these  findings  and  will  be  summarized 
hereinafter. 

A  companion  utility  company  of  Pepco ;  namely,  Capital 
Transit  Company,  has  strenuously  opposed  any  increase  in 
the  rates  it  pays  for  electric  service  and  has,  in  fact,  con¬ 
tended  that  Pepco  is  not  in  need  of  any  increase  in  its  over¬ 
all  rates  for  service  to  the  public.  It  is  the  opinion  of 
this  Commission  such  a  contention  is  contrary  to  the  rec¬ 
ord  made,  and  that  adoption  of  such  a  view  would  impose 
upon  Pepco  the  impossible  task  of  raising  substantial  sums 
of  money  for  needed  facilities  in  the  face  of  inadequate 
earning  power.  The  record  also  shows  that  Capital  Transit 
is  not  paying  a  fair  price  for  its  electric  service.  This  Com¬ 
mission,  naturally,  has  no  desire  to  impose  such  additional 
charges  for  electric  service  upon  Capital  Transit  Company 
as  to  make  it  necessary  for  that  Company  to  apply  for  a 
further  increase  in  its  own  fares  for  transit  service  but  to 
remove  the  discrimination  found  to  exist  in  the  rates  it  pays 
requires  some  increase  in  charges  to  it.  The  additional 
annual  charges  against  Capital  Transit  Company  pre¬ 
scribed  by  this  order  in  the  opinion  of  this  Commission  are 
just  and  reasonable  and  will  not  prove  unduly  burdensome. 
Such  charges,  however,  will  operate  to  alleviate  a  serious 
deficiency  which  presently  exists  in  the  rate  structure  of 
Pepco. 
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In  the  interest  of  convenience,  the  findings  and  conclu¬ 
sions  hereinbefore  set  forth  are  summarized  below. 

The  Commission  finds  and  concludes: 

(1)  That,  for  the  purposes  of  this  proceeding,  the  esti¬ 
mated  rate  base  of  $137,445,000,  on  a  weighted  basis,  for 
the  year  1950,  constitutes  a  fair  and  reasonable  estimate  of 
the  base  upon  which  to  calculate  the  return  to  Pepco  for 
the  year  1950. 

(2)  That,  for  the  purposes  of  this  proceeding,  the  esti¬ 
mated  weighted  rate  base  of  $146,926,000  for  the  test  year 
1951  constitutes  a  fair  and  reasonable  estimate  of  the 
amount  upon  which  the  Company  is  entitled  to  earn  a  fair 
and  reasonable  return  in  the  immediate  future. 

(3)  That,  for  the  purposes  of  this  proceeding,  the  esti¬ 
mated  net  operating  income  of  $6,431,190  for  the  calendar 
year  1950  constitutes  a  fair  and  reasonable  estimate  of  the 
return  to  the  Company  from  its  operations  during  this 
period;  that  $6,431,190  represents  a  return  of  4.68%  on  the 
rate  base  of  $137,445,000 ;  and  that  such  a  return  is  not  suf¬ 
ficient  to  maintain  the  Company  in  a  sound  financial  con¬ 
dition  and  to  enable  it  to  attract  additional  capital  on 
favorable  terms. 

(4)  That,  for  the  purposes  of  this  proceeding,  the  calen¬ 
dar  year  1951  provides  an  acceptable  test  period;  that 
existing  rates  will  produce  during  such  test  period  net 
operating  income  of  approximately  $6,730,000,  after  giving 
effect  to  the  increased  Federal  income  tax  rate  of  47%  ;  that 
$6,730,000  represents  a  return  of  4.58%  on  the  rate  base 
of  $146,926,000;  and  that  such  a  return  is  inadequate  to 
maintain  the  Company  in  a  sound  financial  position  and  to 
enable  it  to  attract  on  favorable  terms  the  capital  necessary 
to  render  the  public  service  required  of  it. 

(5)  That  a  rate  of  return  of  5M>%  is  a  fair  and  just  rate 
to  be  applied  to  the  weighted  rate  base  of  Pepco. 
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(6)  That,  in  order  to  provide  the  Company  with  a  fair 
return  upon  its  property  devoted  to  furnishing  electric 
service  throughout  its  system,  an  increase  of  approximately 
$2,600,000  in  the  rates  for  this  service,  on  an  annual  basis, 
predicated  upon  the  year  1951,  is  necessary. 

Therefore, 

It  Is  Orderd  : 

Section  1.  That  Potomac  Electric  Power  Company  file 
with  this  Commission  for  consideration,  rate  schedules  der 
signed  to  produce,  for  the  system  as  a  whole,  additional 
gross  operating  revenue  of  not  more  than  $2,600,000,  on  an 
annual  basis,  based  upon  the  year  1951. 

Section  2.  That  the  rate  schedules  provided  for  in  Sec¬ 
tion  1  hereof  be  in  substantial  accord  with  the  views  ex¬ 
pressed  in  the  Findings  and  Opinion  accompanying  this 
order. 

Section  3.  That  copies  of  the  rate  schedules  provided  for 
in  Section  1  hereof  be  served  upon  the  parties  of  record 
in  this  proceeding  at  the  time  of  filing  with  this  Commis¬ 
sion. 

By  the  Commission  (Commissioner  Young  not 
participating) : 

E.  J.  Milligan, 

E xecutive  Secretary. 

A  True  Copy  : 

N.  H.  Hetzel, 

Chief  Clerk. 

[Seal] 
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Item  No.  19. 

PUBLIC  UTILITIES  COMMISSION  OF  THE  DISTRICT  OF  COLUMBIA 

Washington  4,  D.  C. 

March  5,  1951. 

P.  U.  C.  No.  3502,  Formal  Case  No.  402. 

In  the  Matter  of 

Application  of  Potomac  Electric  Power  Company  for 
authority  to  modify  the  existing  terms,  conditions  and 
rate  schedules  for  electric  service  to  be  furnished  by  it. 

Filed  Jun  29  1951 

Notice  of  Resumption  of  Hearing 

Notice  is  hereby  given  that  the  hearing  in  the  above- 
stated  proceeding  will  be  resumed  in  Room  203,  District 
Building,  14th  and  E  Streets,  N.  W.,  at  10:00  o’clock  A.  M., 
Monday,  March  12,  1951,  limited  to  the  consideration  of  the 
rate  schedules  filed  by  Potomac  Electric  Power  Company 
pursuant  to  the  requirement  of  Section  1  of  Order  No.  3762 
promulgated  in  this  proceeding  under  date  of  February 
12,  1951. 

By  direction  of  the  Commission: 

E.  J.  Milligan, 
Executive  Secretary . 
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Item  No.  22. 

Filed  June  29,  1951 

BEFORE  THE  PUBLIC  UTILITIES  COMMISSION  OF  THE  DISTRICT  OF 

COLUMBIA 

P.  U.  C.  No.  3502,  Formal  Case  No.  402. 

In  the  Matter  of 

Application  of  Potomac  Electric  Power  Company  for 
authority  to  modify  the  existing  terms,  conditions  and 
rate  schedules  for  electric  service  to  be  furnished  by  it. 

Application  for  Reconsideration 

Capital  Transit  Company  (“Capital  Transit”)  hereby 
represents  that  it  is  a  public  utility  and  a  corporation  af¬ 
fected  by  Order  No.  3762,  a  final  order  and  decision  issued 
and  published  by  the  Commission  on  February  12,  1951, 
in  this  Formal  Case  No.  402;  and  respectfully  requests  re¬ 
consideration  by  the  Commission  of  the  matters  involved  in 
said  order  and  decision. 

The  Company  states  that  each  and  all  of  the  specific 
errors  hereinafter  set  forth  are  the  errors  claimed  as 
grounds  for  such  reconsideration. 

I. 

The  Commission  erred  in  ordering  Potomac  Electric 
Power  Company  (“PEPCO”)  to  file  with  the  Commission 
rate  schedules  designed  to  produce  additional  gross  operat¬ 
ing  revenue  for  the  PEPCO  system  as  a  whole  in  the  Dis¬ 
trict  of  Columbia,  Maryland  and  Virginia ;  thereby  requir¬ 
ing  PEPCO  to  increase  its  system  rates ;  in  that : 

(A)  Such  a  requirement  is  in  excess  of  the  jurisdiction 
and  statutory  authority  of  the  Commission  and  conflicts 
with  the  laws  of  Maryland  and  Virginia  and  with  the  pro¬ 
visions  of  Sections  824-824h,  Title  16,  U.  S.  Code,  being 
Part  II  of  the  Federal  Power  Act,  a  law  of  the  United  States 
pursuant  to  Article  I,  Section  8,  Clause  3  of  the  Constitu- 
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tion  of  the  United  States,  in  violation  of  Sections  43-122 
and  43-323,  D.  C.  Code  1940,  Section  9(a)  of  the  Adminis¬ 
trative  Procedure  Act,  (Section  1008(a),  Title  5,  U.  S. 
Code),  and  of  the  Tenth  Amendment  to  the  Constitution  of 
the  United  States. 

(B)  Such  a  requirement  was  made  without  any  findings 
or  substantial  evidence  of  record  to  support  any  findings 
that  any  of  the  existing  rates  or  charges  of  PEPCO  for  its 
local  District  services  within  the  District  of  Columbia  is 
unjustly  or  unreasonably  low,  insufficient,  or  unjustly  dis¬ 
criminatory,  or  preferential,  or  otherwise  in  violation  of 
the  Public  Utilities  Law  of  the  District  (Sections  43-101 
to  1007,  D.  C.  Code  1940) ;  contrary  to  the  provisions  of  Sec¬ 
tions  43-411  and  43-911,  D.  C.  Code,  1940,  and  in  violation 
of  Section  9(a)  of  the  Administrative  Procedure  Act. 

(C)  Such  a  requirement  was  made  without  any  findings  or 
substantial  evidence  of  record  to  support  any  findings  that 
the  change  or  increase  in  rates  or  charges  for  local  services 
within  the  District,  applied  for  by  PEPCO,  is  reasonable, 
fair,  and  just,  contrary  to  the  provisions  of  Section  43-401, 
D.  C.  Code,  1940,  and  in  violation  of  Section  9(a)  of  the 
Administrative  Procedure  Act. 

(D)  Such  a  requirement  vras  made  without  substantial 
evidence  of  record  to  support  any  findings  that  the  increased 
rates  or  charges  required  by  the  Commission’s  Order  are 
just  and  reasonable,  and  such  increased  rates  or  charges 
required  by  the  Commission’s  Order  are  just  and  reason¬ 
able,  and  such  increased  rates  or  charges  are  not  just  and 
reasonable,  in  violation  of  Sections  43-301  and  43-411,  D.  C. 
Code,  1940. 

(E)  Such  a  requirement  was  made  without  the  hearing 
required  by  Sections  43-401,  43-408,  43-410  and  43-911,  D.  C. 
Code,  1940,  and  by  the  due  process  clause  of  the  Fifth 
Amendment  to  the  Constitution  of  the  United  States;  be¬ 
cause  the  Commission  considered  and  relied  upon  matters, 
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hereinafter  referred  to,  outside  of  the  record  in  making 
certain  of  its  findings  and  conclusions  without  affording 
Capital  Transit  an  opportunity  for  cross-examination 
thereon  or  to  show  the  contrary ;  and  because  the  Commis¬ 
sion  likewise  considered  and  relied  upon  testimony,  herein¬ 
after  referred  to,  not  based  upon  the  personal  knowledge  or 
competence  of  the  witnesses,  which  testimony  effectively 
deprived  Capital  Transit  of  the  opportunity  to  conduct 
such  cross-examination  thereon  as  was  required  for  a  full 
and  true  disclosure  of  the  facts;  in  violation  of  the  fore¬ 
going  Sections  of  the  D.  C.  Code,  the  Fifth  Amendment,  and 
Section  7  of  the  Administrative  Procedure  Act  (Section 
1006,  Title  5,  U.  S.  Code). 

(F)  Such  a  requirement  is  arbitrary  and  capricious  and 
in  violation  of  Section  8(b)  of  the  Administrative  Procedure 
Act  (Section  1007(b),  Title  5,  U.  S.  Code),  because  made 
without  adequate  findings  to  support  the  conclusions 
reached,  without  substantial  evidence  of  record  to  support 
many  of  the  subsidiary  findings  hereinafter  referred  to  or 
any  of  the  necessary  findings  the  Commission  failed  to 
make,  and  without  a  statement  of  the  reasons  or  basis  for 
many  of  the  conclusions  reached  or  findings  and  conclu¬ 
sions  upon  all  of  the  material  issues  of  fact  or  law  pre¬ 
sented  on  the  record. 

n. 

The  Comimssion  erred  in  order  PEPCO  to  file  with  the 
Commission  rate  schedules  in  substantial  accord  with  the 
Commission’s  views  expressed  in  the  findings  and  opinion 
accompanying  its  Order  No.  3762;  thereby  requiring 
PEPCO  to  increase  its  rates  for  service  to  Capital  Transit 
in  the  District,  Maryland,  and  Virginia  by  an  annual 
amount  of  $230,000;  in  that: 

(A)  Such  a  requirement  takes  the  property  of  Capital 
Transit  in  its  contract  rights  to  service  at  contract  rates 
in  Maryland  and  Virginia  without  due  process  of  law,  in 
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violation  of  the  Fifth  Amendment  to  the  Constitution  of  the 
United  States. 

(B)  Such  a  requirement  is  in  excess  of  the  jurisdiction 
and  statutory  authority  of  the  Commission  and  conflicts 
with  the  laws  of  Maryland  and  Virginia,  in  violation  of 
Section  43-323,  D.  C.  Code,  1940,  Section  9(a)  of  the  Admin¬ 
istrative  Procedure  Act,  and  of  the  Tenth  Amendment  to 
the  Constitution  of  the  United  States. 

(C)  Such  a  requirement  was  made  without  any  findings 
or  substantial  evidence  to  support  any  findings  that  the 
existing  contractual  rates  of  PEPCO  for  service  to  Capi¬ 
tal  Transit  within  the  District  are  unjustly  or  unreason¬ 
ably  low,  insufficient,  or  unjustly  discriminating,  or  prefer¬ 
ential,  or  otherwise  in  violation  of  the  District  Public 
Utilities  Law;  contrary  to  the  provisions  of  Section  43-411 
and  43-911,  D.  C.  Code,  1940,  and  in  violation  of  Section 
9(a)  of  the  Administrative  Procedure  Act. 

(D)  Such  a  requirement  was  made  without  any  findings 
or  substantial  evidence  of  record  to  support  any  findings 
that  the  change  or  increase  in  contractual  rates  for  PEPCO 
service  to  Capital  Transit  within  the  District,  applied  for 
by  PEPCO,  is  reasonable,  fair,  and  just,  contrary  to  the 
provisions  of  Section  43-401,  D.  C.  Code,  1940,  and  in  viola¬ 
tion  of  Section  9(a)  of  the  Administrative  Procedure  Act. 

(E)  Such  a  requirement  was  made  without  any  findings 
or  substantial  evidence  of  record  to  support  any  findings 
that  the  increased  rates  of  PEPCO  for  service  to  Capital 
Transit  within  the  District,  required  by  the  Commission’s 
Order  and  Opinion,  are  just  and  reasonable,  and  such 
increased  rates  or  charges  are  not  just  and  reasonable,  in 
violation  of  Sections  43-301  and  43-411,  D.  C.  Code. 

(F)  Such  a  requirement  is  discriminatory  and  in  viola¬ 
tion  of  Section  43-301,  D.  C.  Code,  1940,  because  it  requires 
that  costs  of  conversion  of  electric  energy  from  alternating 
current  to  direct  current  be  added  as  a  separate  element 


1183 


in  the  determination  of  rates  for  service  to  Capital  Transit 
without  giving  to  such  rates  for  such  service  the  same  treat¬ 
ment  as  in  the  determination  of  rates  for  other  direct  cur¬ 
rent  customers  of  PEPCO  whose  rates  do  not  include  or 
cover  such  a  separate  element. 

(G)  Such  a  requirement  is  arbitrary  and  capricious  and 
in  violation  of  Section  8(b)  of  the  Administrative  Procedure 
Act  because  made  without  any  findings  or  evidence  to  sup¬ 
port  any  findings  to  support  the  conclusions  reached  with 
respect  to  the  increased  rates  to  Capital  Transit  and  with¬ 
out  a  statement  of  the  reasons  or  basis  for  such  conclusions 
or  findings  and  conclusions  upon  all  of  the  material  issues 
of  fact  and  law  presented  on  the  record;  and  because  made 
without  giving  any  effect  to  the  prior  approval  of  the  Com¬ 
mission  to  the  contractual  rate  in  effect  and  the  changes  in 
elements  of  cost  recovered  thereby. 

in. 

The  Commission  erred  as  a  matter  of  law  in  concluding 
that  the  Commission  can  prescribe  rates  for  District  cus¬ 
tomers  from  an  appraisal  of  PEPCO  revenue  needs  as  a 
whole;  that,  without  findings  as  to  apportionment  of  the 
costs  of  service  between  the  District,  Maryland,  Virginia, 
and  the  interstate  services  subject  to  regulation  under  Part 
n  of  the  Federal  Power  Act,  the  Commission  can  equitably 
apportion  any  needed  increase  to  the  District  customers 
subject  to  its  jurisdiction ;  that  needless  delay  and  expense 
would  result  from  such  an  apportionment,  that  such  an  ap¬ 
portionment  woud  be  a  backward  step;  and  that  effective 
and  equitable  regulation  requires  consideration  of  system 
operations.  (Page  6) 

IV. 

The  Commission  erred  and  its  Order  is  arbitrary  and 
capricious  in  failing  to  dismiss  the  application  of  PEPCO 
upon  the  failure  of  PEPCO  to  adduce  substantial  evidence 
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violation  of  the  Fifth  Amendment  to  the  Constitution  of  the 
United  States. 

(B)  Such  a  requirement  is  in  excess  of  the  jurisdiction 
and  statutory  authority  of  the  Commission  and  conflicts 
with  the  laws  of  Maryland  and  Virginia,  in  violation  of 
Section  43-323,  D.  C.  Code,  1940,  Section  9(a)  of  the  Admin¬ 
istrative  Procedure  Act,  and  of  the  Tenth  Amendment  to 
the  Constitution  of  the  United  States. 

(C)  Such  a  requirement  was  made  without  any  findings 
or  substantial  evidence  to  support  any  findings  that  the 
existing  contractual  rates  of  PEPCO  for  service  to  Capi¬ 
tal  Transit  within  the  District  are  unjustly  or  unreason¬ 
ably  low,  insufficient,  or  unjustly  discriminating,  or  prefer¬ 
ential,  or  otherwise  in  violation  of  the  District  Public 
Utilities  Law;  contrary  to  the  provisions  of  Section  43-411 
and  43-911,  D.  C.  Code,  1940,  and  in  violation  of  Section 
9(a)  of  the  Administrative  Procedure  Act. 

(D)  Such  a  requirement  was  made  without  any  findings 
or  substantial  evidence  of  record  to  support  any  findings 
that  the  change  or  increase  in  contractual  rates  for  PEPCO 
service  to  Capital  Transit  within  the  District,  applied  for 
by  PEPCO,  is  reasonable,  fair,  and  just,  contrary  to  the 
provisions  of  Section  43-401,  D.  C.  Code,  1940,  and  in  viola¬ 
tion  of  Section  9(a)  of  the  Administrative  Procedure  Act. 

(E)  Such  a  requirement  was  made  without  any  findings 
or  substantial  evidence  of  record  to  support  any  findings 
that  the  increased  rates  of  PEPCO  for  service  to  Capital 
Transit  within  the  District,  required  by  the  Commission’s 
Order  and  Opinion,  are  just  and  reasonable,  and  such 
increased  rates  or  charges  are  not  just  and  reasonable,  in 
violation  of  Sections  43-301  and  43-411,  D.  C.  Code. 

(F)  Such  a  requirement  is  discriminatory  and  in  viola¬ 
tion  of  Section  43-301,  D.  C.  Code,  1940,  because  it  requires 
that  costs  of  conversion  of  electric  energy  from  alternating 
current  to  direct  current  be  added  as  a  separate  element 
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in  the  determination  of  rates  for  service  to  Capital  Transit 
without  giving  to  such  rates  for  such  service  the  same  treat¬ 
ment  as  in  the  determination  of  rates  for  other  direct  cur¬ 
rent  customers  of  PEPCO  whose  rates  do  not  include  or 
cover  such  a  separate  element. 

(G)  Such  a  requirement  is  arbitrary  and  capricious  and 
in  violation  of  Section  8(b)  of  the  Administrative  Procedure 
Act  because  made  without  any  findings  or  evidence  to  sup¬ 
port  any  findings  to  support  the  conclusions  reached  with 
respect  to  the  increased  rates  to  Capital  Transit  and  with¬ 
out  a  statement  of  the  reasons  or  basis  for  such  conclusions 
or  findings  and  conclusions  upon  all  of  the  material  issues 
of  fact  and  law  presented  on  the  record ;  and  because  made 
without  giving  any  effect  to  the  prior  approval  of  the  Com¬ 
mission  to  the  contractual  rate  in  effect  and  the  changes  in 
elements  of  cost  recovered  thereby. 

m. 

The  Commission  erred  as  a  matter  of  law  in  concluding 
that  the  Commission  can  prescribe  rates  for  District  cus¬ 
tomers  from  an  appraisal  of  PEPCO  revenue  needs  as  a 
whole;  that,  without  findings  as  to  apportionment  of  the 
costs  of  service  between  the  District,  Maryland,  Virginia, 
and  the  interstate  services  subject  to  regulation  under  Part 
II  of  the  Federal  Power  Act,  the  Commission  can  equitably 
apportion  any  needed  increase  to  the  District  customers 
subject  to  its  jurisdiction;  that  needless  delay  and  expense 
would  result  from  such  an  apportionment,  that  such  an  ap¬ 
portionment  woud  be  a  backward  step;  and  that  effective 
and  equitable  regulation  requires  consideration  of  system 
operations.  (Page  6) 

IV. 

The  Commission  erred  and  its  Order  is  arbitrary  and 
capricious  in  failing  to  dismiss  the  application  of  PEPCO 
upon  the  failure  of  PEPCO  to  adduce  substantial  evidence 
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of  record  to  support  any  increase  in  rates  or  charges,  and 
upon  the  failure  of  the  record  to  support  any  such  increase. 

y. 

The  Commission  erred  and  its  Order  is  arbitrary  and 
capricious  in  failing  to  require,  to  the  extent  of  its  juris¬ 
diction,  a  reduction  in  PEPCO’s  rates  and  charges  to  its 
customers,  and  to  Capital  Transit  in  particular,  based  upon 
the  evidence  of  record. 

VI. 

The  Commission  erred  and  its  findings  and  conclusions 
contained  in  its  Opinion  are  unreasonable,  arbitrary,  and 
capricious,  in  that: 

(A)  The  following  findings  and  conclusions,  to  the  extent 
that  they  may  be  so  considered,  are  not  supported  by  sub¬ 
stantial  evidence  of  record,  but  were  based  upon  matters 
outside  of  the  record  before  the  Commission  in  Formal 
Case  No.  402: 

(1)  “Such  an  investigation  (with  respect  to  PEPCO 
net  additions  to  plant  during  October,  1950)  was 
made  by  the  staff,  and,  under  date  of  December 
19,  1950,  a  report  thereon  was  submitted  by  the 
Commission’s  Executive  Accountant  and  Audi¬ 
tor.  This  report  clearly  shows  that  there  is  no 
basis  in  fact  for  any  inference  that  the  increase 
in  net  additions  to  plant  during  the  month  of  Oc¬ 
tober,  in  comparison  with  either  the  previous 
months  or  the  estimate  for  the  month  of  October, 
was  not  the  result  of  legitimate  expenditures  in¬ 
curred  in  furtherance  of  the  Company’s  construc¬ 
tion  program.”  (Page  26) 

(2)  “The  trend  of  actual  rate  base  figures  toward 
the  estimates  for  the  year  1950  submitted  by  the 
Company  is  further  confirmed  by  a  comparison 
of  actual  rate  base  figures  reported  to  the  Com- 
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mission  by  the  Company  for  the  month  of  Novem¬ 
ber,  1950,  with  the  estimates  contained  in  the 
the  record  for  that  month.  While  the  November 
report  is  not  a  part  of  the  record  in  this  proceed¬ 
ing,  it  does  disclose  that  actual  figures  for  all  com¬ 
ponents  of  the  rate  base  for  that  month  exceeded 
estimated  figures  by  $643,795.  This  supports  thp 
belief  that  the  Company’s  estimates  of  rate  base 
components  for  the  year  1950,  as  contained  in  tb«* 
record,  are  reasonable.”  (Page  28) 

“•  *  *  in  view  of  the  fact  that  the  Commission 
has  kept  closely  abreast  of  the  financial  position 
of  this  Company  (through  the  consideration  and 
approval  of  three  major  financings  and  the  major 
overhaul  of  the  Company’s  capital  structure  re¬ 
sulting  from  the  liquidation  of  its  former  parent, 
Washington  Railway  and  Electric  Company) 
since  the  previous  finding  that  5 %%  represented 
a  fair  rate  of  return,  the  Commission  finds  and 
concludes  that  this  rate  is  reasonable  and  proper 
for  application  to  the  rate  base  hereinbefore 
found  to  be  reasonable  in  this  proceeding  in  the 
determination  of  the  revenue  requirements  of  the 
Company.”  (Pages  32-33) 

The  conclusion  of  the  Commission  that  costs  may 
be  increased  by  a  recent  wage  increase  granted 
to  employees  of  the  Company,  or  by  increased 
coal  costs  not  recoverable  through  the  operation 
of  the  fuel  clause  in  certain  rate  schedules  which 
have  already  resulted  from  the  recent  increase  in 
the  wages  of  coal  miners.  (Page  35) 

“  Further  reading  of  the  record  in  Formal  Case 
No.  200  indicates  in  the  testimony  of  Dr.  William 
McClellan,  then  President  of  Potomac  Electric 
Power  Company  (Tr.  59  and  60),  that  the  con¬ 
sideration  of  the  value  of  the  use  by  the  Power 
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Company  of  certain  Transit  Company  facilities 
could  not,  at  that  time,  be  definitely  ascertained. 
Such  testimony  on  September  18,  1933,  demon¬ 
strates  that  at  the  time  of  the  original  drafting 
and  submission  of  the  Power  Contract,  this  ele¬ 
ment,  as  well  as  the  general  considerations,  was 
not  susceptible  of  determination  with  mathemat¬ 
ical  certainty. ’ ’  (Pages  37-38) 

(B)  The  following  findings  and  conclusions  to  the  extent 
they  may  be  so  considered,  are  not  supported  by  substantial 
probative  evidence  of  record  based  on  the  personal  knowl¬ 
edge  or  competence  of  the  witness  testifying  thereto  but 
rather  upon  the  hearsay  statements  and  the  competence  of 
persons  not  made  available  for  cross-examination: 

(1)  11  *  *  *  the  Commission’s  witness  *  *  *  introduced 
exhibits  showing  the  estimated  cost  of  service 
by  the  three  jurisdictions  served  by  the  Company 
(Exhibits  Nos.  77  #  #  *).  #  •  *  The  Commission’s 
witness,  using  three  factors;  namely,  revenues 
from  sale  of  energy,  kilowatt  hour  sales,  and 
average  demands,  arrived  at  approximately 
73.5%,  on  a  composite  basis,  as  the  proportion 
of  total  cost  assignable  to  the  District  of  Colum¬ 
bia.”  (Page  5) 

(2)  Total  estimated  operating  revenues  by  PEPCO 
for  each  of  the  12-month  periods  ending  in  each 
of  the  months  of  1951  as  shown  on  Pages  11  and 
13  of  the  Commission’s  Opinion. 

(3)  The  PEPCO  estimated  operating  revenues  of 
$41,357,000,  gross  income,  and  earnings  for  the 
12-month  period  ending  June  30,  1951,  shown  on 
Page  15  of  the  Commission’s  Opinion. 

(4)  The  estimates  of  future  revenues  and  consequent 
estimated  operating  income  and  earnings  adopted 
by  the  Commission  witness  as  referred  to  by  the 
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Commission  on  Page  15  to  and  including  Page  21 
of  the  Commission’s  Opinion. 

(5)  “After  consideration  of  the  testimony  and  ex¬ 
hibits  offered  by  the  various  witnesses,  the  Com¬ 
mission  finds  and  concludes  that,  for  the  purposes 
of  this  proceeding,  the  estimated  net  operating 
income  of  $6,431,190  during  the  year  1950  con¬ 
stitutes  a  reasonable  estimate  for  determining 
the  going  level  of  return  experienced  by  the  Com¬ 
pany.  The  Commission  further  finds  and  con¬ 
cludes  that,  for  the  purposes  of  this  proceeding, 
the  calendar  year  1951  provides  an  acceptable  test 
period;  and  that  existing  rates  will  produce  dur¬ 
ing  such  period  net  operating  income  of  approxi¬ 
mately  $6,730,000  after  giving  effect  to  the  in¬ 
creased  Federal  income  tax  rate  of  47%. ”  (Pages 
23,  34). 

(6)  The  estimates  of  increase  in  gross  operating  reve¬ 
nues  and  return  for  the  year  1951  referred  to  on 
Page  33  of  the  Commission’s  Opinion. 

(7)  The  estimates  of  net  operating  income  from  ex¬ 
isting  rates  for  1950  and  1951  referred  to  on 
Pages  34,  35  and  50  of  the  Commission’s  Opin¬ 
ion. 

(8)  “In  order  to  provide  the  required  amount  of  ad¬ 
ditional  net  operating  income,  at  the  presently  ef¬ 
fective  income  tax  rates,  an  increase  of  approxi¬ 
mately  $2,630,000  in  gross  operating  income  is 
necessary.”  (Pages  35  and  50) 

(C)  The  following  findings  and  conclusions,  to  the  ex¬ 
tent  they  may  be  so  considered,  are  not  supported  by  any 
substantial  evidence  of  record : 

(1)  The  estimated  gross  additions  to  electric  plant 
for  the  years  1950-1954  as  shown  on  Pages  7  and 
8  of  the  Commission’s  Opinion. 
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(2)  The  conclusion  of  the  Commission  that  the  rec¬ 
ord  shows  that  the  Company  forecasts  of  reve¬ 
nues  were  reviewed  in  considerable  detail  by  the 
Commission  staff,  and  that  it  was  adjudged  to 
be  reasonably  accurate.  (Page  18.) 

(3)  “*  *  *  the  record  is  clear  that,  on  an  over-all 
basis,  an  increase  in  the  average  kilowatt  hour 
use  per  customer  results  in  a  reduction  in  the 
average  revenue  per  kilowatt  hour,  #  *  V’  (Page 
22). 

(4)  The  conclusion  of  the  Commission  that  it  was 
error  to  fail  to  consider  interchange  energy  in 
determining  the  difference  between  kilowatt  hour 
sales  and  net  generation ;  and  that  if  such  differ¬ 
ence  were  excessive  the  result  would  be  to  reduce 
the  Company’s  estimate  of  generation  rather  than 
to  increase  sales.  (Page  23). 

(5)  “The  Commission  further  finds  and  concludes 
that,  for  the  purposes  of  this  proceeding,  the  esti¬ 
mated  weighted  rate  base  of  $146,926,000  for  the 
test  year  1951  constitutes  a  fair  and  reasonable 
estimate  of  the  amount  upon  which  the  Company 
is  entitled  to  earn  a  fair  and  reasonable  return 
in  the  immediate  future.”  (Page  29). 

(6)  The  conclusion  of  the  Commission  that  it  had 
previously  found  8.91%  as  a  reasonable  return  on 
equity  capital.  ( Page  32 ) . 

(7)  “The  use  of  a  rate  of  return  in  this  proceeding 
lower  than  51/o%  would,  in  the  opinion  of  the 
Commission,  jeopardize  the  ability  of  the  Com¬ 
pany  to  issue  securities  on  favorable  terms  and 
would,  therefore,  be  contrary  to  the  public  in¬ 
terest.”  (Page  33). 

(8)  The  conclusion  of  the  Commission  that  the  rec¬ 
ord  does  not  support  a  finding  that  5%  consti- 
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tutes  an  adequate  rate  of  return  for  PEPCO. 
(Page  34). 

(9)  The  conclusion  of  the  Commission  that  an  increase 
in  rates  is  necessary  in  order  to  provide  earn¬ 
ings  which  will  maintain  the  Company  in  a  sound 
financial  position  and  will  enable  it  to  attract,  on 
favorable  terms,  the  capital  needed  to  meet  the 
increasing  demands  for  electric  service.  Page 
35). 

(10)  The  conclusion  of  the  Commission  that  an  in¬ 
crease  of  approximately  $2,630,000  in  gross  op¬ 
erating  income  is  necessary  and  is  just  and  rea¬ 
sonable.  (Page  35). 

(11)  The  conclusion  of  the  Commission  that  the  in¬ 
creased  contract  price  for  excess  energy  delivered 
to  Capital  Transit  was  contrary  to  the  usual  prac¬ 
tices  of  rate  making.  (Page  38). 

(12)  The  conclusion  of  the  Commission  that  $1,730,- 
554,  plus  the  present  value  of  right-of-way  land 
and  poles  does  not  reflect  the  present  fair  value 
of  Capital  Transit  property  used  by  PEPCO. 
(Page  39). 

(13)  The  conclusion  of  the  Commission  that  the  deter¬ 
mination  of  the  value  of  the  property  owned  by 
Capital  Transit  and  used  by  PEPCO  is  not  im¬ 
portant  in  this  proceeding.  (Page  39). 

(14)  The  conclusion  of  the  Commission  that  total 
PEPCO  conversion  costs  amount  to  $378,000. 
(Page  40). 

(15)  The  conclusion  of  the  Commission  that  use  by 
Capital  Transit  of  alternating  current  should  be 
billed  at  commercial  rates.  (Page  41). 

(16)  The  conclusion  of  the  Commission  that  Exhibit  31 
indicates  that  there  should  be  a  substantial  up- 
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ward  revision  in  the  rates  for  street  railway- 
service.  (Page  45). 

(17)  The  conclusion  of  the  Commission  that  rates  for 
service  to  Capital  Transit  should  be  increased  by 
$230,000  annually.  (Pages  47-48). 

(18)  The  conclusion  of  the  Commission  that  it  is  de¬ 
sirable  and  equitable  to  extend  Maryland  urban 
zone  rates  to  an  additional  area  in  Maryland 
thus  providing  for  decreases  in  certain  Maryland 
rates.  (Page  48). 

(19)  The  conclusion  of  the  Commission  that  the  record 
does  not  support  a  contention  that  PEPCO  does 
not  need  additional  revenue  or  an  overall  in¬ 
crease  in  rates.  (Page  49). 

(20)  The  conclusion  of  the  Commission  that  the  failure 
to  authorize  a  PEPCO  increase  in  rates  would 
impose  upon  PEPCO  the  impossible  task  of  rais¬ 
ing  substantial  sums  of  money  in  the  face  of  in¬ 
adequate  earning  power.  (Page  49). 

(21)  The  conclusion  of  the  Commission  that  the  record 
shows  that  Capital  Transit  is  not  paying  a  fair 
price  for  its  electric  service  and  that  discrimina¬ 
tion  exists  in  the  rates  it  pays  for  such  service. 
(Page  49). 

(22)  The  conclusion  of  the  Commission  that  the  addi¬ 
tional  annual  charges  of  $230,000  prescribed  by 
the  Commission’s  Order  are  just  and  reasonable, 
will  not  prove  unduly  burdensome,  and  will  alle¬ 
viate  a  serious  deficiency  which  presently  exists 
in  the  rate  structure  of  PEPCO.  (Page  49).  In 
connection  with  the  Commission’s  conclusion  that 
such  additional  charges  will  not  be  unduly  burden¬ 
some,  Capital  Transit  hereby  offers  to  prove  that 
such  additional  charges  will  be  unduly  burden- 
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some,  will  reduce  the  return  earned  on  the  fair 
value  of  its  property  used  and  useful  in  the 
service  of  the  public  in  the  District  of  Columbia 
below  a  just  and  reasonable  return  under  the 
fares  for  Capital  Transit  service  as  fixed  and 
limited  by  this  Commission,  and  thereby  deprive 
Capital  Transit  of  its  property  without  due  proc¬ 
ess  of  law  under  the  Fifth  Amendment’  to  the 
Constitution  of  the  United  States,  unless  the 
Commission  immediately  and  without  delay  per¬ 
mits  Capital  Transit  to  increase  its  fares  within 
the  District. 

(23)  Each  and  all  of  the  summarized  conclusions  of 
the  Commission  numbered  (2)  to  (6)  inclusive. 
(Page  50). 

vn. 

The  Commission  erred  and  its  findings  and  conclusions 
contained  in  its  Opinion  are  unreasonable,  arbitrary,  and 
capricious,  in  that  the  Commission  referred  to  PEPCO 
reports  to  the  Commission  for  the  last  four  months  of  1950 
(page  35 — which  reports  were  not  a  part  of  the  Commis¬ 
sion’s  record  in  Formal  Case  No.  402)  without  finding  on 
the  basis  of  the  actual  facts  for  the  year  1950  that  the  Com¬ 
mission’s  finding  of  operating  income  from  existing  rates 
for  the  year  1950  of  $6,431,190  (pages  23,  34)  is  substan¬ 
tially  below  the  actual  operating  income  for  that  year.  In 
connection  with  the  foregoing  error  Capital  Transit  alleges 
and  offers  to  prove  from  the  same  reports  referred  to  by 
the  Commission  that : 

(A)  Instead  of  $6,431,190,  the  actual  net  operating  reve¬ 
nues  for  the  year  1950  were  $6,814,302,  and  the  actual  total 
utility  operating  income  for  that  year  was  $7,012,464. 

(B)  The  actual  earnings  available  for  common  stock 
dividends  in  1950  per  share  of  common  stock  (based  on  the 
average  shares  outstanding  of  4,086,525)  was  98.3  cents. 
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(C)  The  actual  rate  in  1950  was  5.10%  on  the  weighted 
rate  base  found  by  the  Commission  to  be  $137,445,000. 

(D)  The  actual  kilowatt  hour  sales  for  1950  were  2,232,- 
122,429  KWH  and  substantially  in  excess  of  the  estimates 
which  formed  that  basis  for  operating  revenue  estimates 
used  in  determining  net  operating  revenues. 

(E)  The  actual  average  revenue  per  kilowatt  hour  sold 
in  1950  was  1.66621  cents,  and  that  despite  the  substantial 
increase  in  kilowatt  hours  sold  in  1950  compared  with  esti¬ 
mates  of  the  company  and  the  Commission  witnesses,  the 
actual  average  revenue  per  kilowatt  hours  sold  in  1950 
also  was  in  excess  of  the  average  revenue  per  kilowatt  hour 
shown  by  the  estimates  of  such  witnesses  for  the  company 
and  the  Commission. 

(F)  Such  reports  and  similar  reports  for  subsequent 
periods  show  that  the  revenues  estimated  by  PEPCO  for 
the  year  1951,  as  adopted  by  the  Commission  in  reaching 
its  conclusions  as  to  net  operating  income  of  $6,730,000, 
under  existing  rates,  were  substantially  underestimated ; 
and  that  the  trend  of  actual  operating  revenues  is  increas¬ 
ing  at  a  rapid  rate  in  excess  of  any  estimated  rate  of  in¬ 
crease  of  operating  expenses. 

vn. 

The  Commission  erred  and  its  findings,  conclusions,  opin¬ 
ion,  and  order  are  unreasonable,  arbitrary,  and  capricious, 
in  that  the  Commission  failed  to  make  the  following  find¬ 
ings  or  conclusions,  based  upon  the  evidence  of  record: 

(A)  The  rates  and  charges  of  PEPCO  for  sales  of  energy 
within  the  District  or  in  Maryland  to  Consolidated  Gas 
Electric  Light  &  Power  Company  of  Baltimore  are  for  sales 
of  energy  at  wholesale  in  interstate  commerce  and  subject 
to  the  regulatory  jurisdiction  of  the  Federal  Power  Com¬ 
mission. 
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(B)  The  rates  and  charges  of  PEPCO  for  services  with¬ 
in  the  District  of  Columbia  to  the  Pennsylvania  Railroad 
constitute  transactions  in  interstate  commerce. 

(C)  The  rates  and  charges  of  PEPCO  for  sales  of  energy 
to  the  Southern  Maryland  Electric  Cooperative  and  Vir¬ 
ginia  Electric  Power  Company  are  for  sales  of  energy  at 
wholesale  in  interstate  commerce  and  subject  to  the  regu¬ 
latory  jurisdiction  of  the  Federal  Power  Commission. 

(D)  The  transactions  referred  to  in  paragraphs  (A) 
through  (C)  above  are  not  subject  to  the  regulatory  juris¬ 
diction  of  this  Commission  or  to  the  jurisdiction  of  either 
the  Maryland  Commission  or  the  Virginia  Commission  so 
that  none  of  the  three  local  commissions  involved  can  effec¬ 
tively  cooperate  in  the  regulation  of  such  interstate  trans¬ 
actions  by  PEPCO. 

(E)  PEPCO  transactions  with  Consolidated  Gas  Elec¬ 
tric  Light  &  Power  Company,  Pennsylvania  Railroad, 
Southern  Maryland  Electric  Corporation,  and  Virginia 
Electric  &  Power  Company  include  firm  sales  of  electric 
energy  and  electric  services  and  other  sales  of  electric  en¬ 
ergy  not  constituting  interchange  power. 

(F)  Treatment  of  the  net  cost  of  interchange  energy  as 
a  production  expense  item  for  accounting  purposes  is  ir¬ 
relevant  to  a  segregation  of  the  costs  and  revenues  of  such 
services  and  to  the  lack  of  jurisdiction  of  the  Commission 
over  such  services  and  the  rates  and  charges  therefor. 

(G)  Neither  the  Maryland  Commission  nor  the  Virginia 
Commission  can  lawfully  authorize  any  increase  in  PEPCO 
rates  in  their  respective  jurisdictions  based  upon  the  rec¬ 
ord  made  before  this  Commission  and  its  conclusions 
thereon. 

(H)  Questions  as  to  the  jurisdiction  of  this  Commission 
to  prescribe  overall  rates  for  PEPCO  and  the  necessity 
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for  a  determination  of  the  PEPCO  costs  of  service  to  local 
consumers  in  the  District,  as  raised  by  Capital  Transit 
in  this  proceeding,  have  never  before  been  raised,  been  in 
issue,  or  decided  in  the  procedings  referred  to  by  the  Com¬ 
mission  at  page  5  and  6  of  its  opinion. 

(I)  Although  the  rates  for  other  customers  have  been 
substantially  reduced  over  the  years  under  the  Sliding 
Scale  Arrangement,  the  effective  rates  for  PEPCO  serv¬ 
ices  to  Capital  Transit  have  heretofore  been  substantially 
increased  since  1933. 

(J)  The  Company  estimates  of  additions  to  electric 
plant  and  rate  base  and  the  costs  incident  thereto  are  con¬ 
trolled  directly  by  kilowatt  demands  and  not  by  the  kilowatt 
hours  of  energy  generated  or  sold  or  by  the  revenues  of 
PEPCO. 

(K)  Over  $1,100,000  of  estimated  future  transmission 
plant  additions  for  1951,  included  in  the  1951  rate  base 
adopted  by  the  Commission,  may  not  be  constructed  by 
PEPCO;  and  $771,000  also  so  included  for  1951  price  in¬ 
creases  will  not  be  incurred  by  reason  of  recent  price  stabi¬ 
lization  orders,  referred  to  by  the  Commission  at  page  35 
of  its  Opinion. 

(L)  There  is  no  substantial  evidence  of  record  showing 
a  need  for  all  of  the  production  plant  contended  for  by  the 
Company;  the  evidence  shows  an  excess  of  production  plant 
capacity  for  1951;  and  to  the  extent  such  plant  is  not 
needed,  used,  or  useful  in  1951  the  Commission’s  rate  base 
for  that  year  is  overstated. 

(M)  Less  than  one  half  of  the  total  plant  additions 
claimed  as  needed  by  PEPCO  in  1950-1954  is  for  service  to 
customers  in  the  District;  and  the  much  heavier  relative 
growth  in  load  in  Maryland  and  Virginia  is  the  basis  for 
the  need  for  such  additional  plant. 
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(N)  Capital  Transit  use  of  and  need  for  PEPCO  services 
and  plant  has  continually  declined  since  1945;  and  its  use 
of  conversion  equipment  capacity  is  less  than  in  1942  when 
the  contract  of  PEPCO  services  was  amended;  therefore, 
none  of  the  expanded  plant  at  increased  costs  should  be 
considered  in  determining  the  increase  in  rates  allocated 
to  Capital  Transit  Company. 

(O)  The  PEPCO  revenue  estimates  for  1951,  adopted  by 
the  Commission,  are  substantially  lower  than  what  may  rea¬ 
sonably  be  anticipated  under  current  known  facts. 

(P)  Not  more  than  8%  as  a  return  on  equity  capital  is 
just  and  reasonable ;  a  rate  of  return  on  the  weighted  rate 
base  of  not  more  than  5%  is  just  and  reasonable,  will  pro¬ 
vide  more  than  an  8%  return  on  equity  capital,  will  enable 
PEPCO  to  attract  capital  and  maintain  it  in  a  sound 
financial  position,  and  will  not  jeopardize  the  ability  of  the 
Company  to  issue  securities  on  favorable  terms;  and  a 
51/o%  return  is  more  than  sufficient  and  unjustly  and  un¬ 
reasonably  excessive. 

(Q)  The  Modified  Sliding  Scale  Plan  of  the  Commis¬ 
sion  cannot  lawfully  operate  to  control  the  over-all  return 
earned  by  the  Company  if  the  actual  over-all  return  ex¬ 
perienced  in  the  future  should  prove  to  be  excessive. 

(R)  No  over-all  increase  in  PEPCO  rates,  increase  in 
its  rates  for  service  within  the  District,  nor  increase  in 
its  rates  for  services  to  Capital  Transit,  is  necessary  to 
provide  PEPCO  with  a  just,  reasonable,  and  fair  return. 

(S)  On  the  basis  of  the  present  level  of  the  cost  ele¬ 
ments  considered  by  the  Commission  in  approving  the 
PEPCO-Capital  Transit  Contract  there  should  be  a  sub¬ 
stantial  reduction  of  the  rates  for  service  thereunder. 

(T)  The  present  fair  value  of  Capital  Transit  land  and 
other  property  used  by  PEPCO  under  the  contract  between 
them  is  substantially  in  excess  of  the  original  cost  thereof. 


1196 


(U)  Comparison  of  the  PEPCO  rates  for  energy  sold  to 
other  utilities  with  the  rates  for  PEPCO  service  to  Capital 
Transit  show  the  latter  rates  to  be  excessive. 

(V)  Capital  Transit’s  maximum  demands  on  the  PEPCO 
system  are  off-peak  and  occur  at  times  when  the  costs  of 
production  are  lower  then  during  the  peak  periods  and 
energy  sold  to  Capital  Transit  Company  should,  therefore, 
receive  the  benefit  of  a  reduction  for  off-peak  discount. 

(W)  There  is  no  evidence  of  record  showing  the  costs 
of  service  related  to  the  demands  of  the  various  classes  of 
customers  within  the  District  of  Columbia;  the  major  part 
of  the  costs  of  such  services  are  controlled  by  the  relative 
demands  of  such  classes  within  the  District  instead  of 
kilowatt  hour  sales,  or  revenues ;  such  data  is  necessary  in 
determining  the  reasonableness  of  rates  within  the  District 
in  relation  to  such  costs ;  and  it  cannot  be  assumed  that  the 
unit  costs  of  serving  Maryland  customers  as  a  group  is 
approximately  the  same  as  the  unit  costs  of  serving  Dis¬ 
trict  customers  as  a  group,  when  the  record  shows  that  the 
conditions  of  service  controlling  such  unit  costs  are  such 
that  such  costs  are  substantially  higher  in  Maryland. 

IX. 

The  Commission  erred  and  its  findings,  conclusions,  Opin¬ 
ion  and  Order  are  unreasonable,  arbitrary,  and  capricious 
in  that  the  Commission  failed  to  make  essential  findings 
with  respect  to  the  rate  base,  and  net  operating  income, 
for  services  of  PEPCO  within  the  District  of  Columbia, 
excluding  the  rate  base  and  net  operating  income  applicable 
to  PEPCO  services  in  interstate  commerce,  not  subject  to 
the  jurisdiction  of  this  Commission. 

Wherefore,  Capital  Transit  respectfully  requests  that 
the  Commission  reconsider  its  Opinion  and  Order,  rescind 
the  same,  and  dismiss  the  application  of  PEPCO ;  or  in  the 
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alternative,  reduce  PEPCO’s  rates  for  services  to  Capital 
Transit  in  accordance  with  the  evidence. 

Respectfully  submitted, 

F.  G.  A  WALT, 

Daryal  A.  Myse, 

822  Connecticut  Avenue,  N.  W., 
Washington  6,  D.  C., 

Attorneys  for  Capital  Transit 
Company . 

Dated  this  14th  day  of  March,  1951. 

Of  Counsel: 

A walt,  Clark  &  Sparks, 

822  Connecticut  Avenue,  N.  W., 

Washington  6,  D.  C. 

Item  No.  23. 

PUBLIC  UTILITIES  COMMISSION  OF  THE  DISTRICT  OF  COLUMBIA 

Filed  Jun  29  1951 
Order  No.  3774. 

March  20,  1951. 

P.  U.  C.  No.  3502,  Formal  Case  No.  402. 

In  the  Matter  of 

Application  of  the  Potomac  Electric  Power  Company  for 
authority  to  increase  its  existing  schedules  of  tariffs 
and  rates  and  to  make  adjustments  in  certain  of  said 
schedules. 

Pursuant  to  the  provisions  of  Order  No.  3762,  dated 
February  12,  1951,  the  Potomac  Electric  Power  Company 
on  March  2,  1951,  filed  revised  Rate  Schedules  (including 
amendments  to  the  General  Terms  and  Conditions  for  Fur- 
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(U)  Comparison  of  the  PEPCO  rates  for  energy  sold  to 
other  utilities  with  the  rates  for  PEPCO  service  to  Capital 
Transit  show  the  latter  rates  to  be  excessive. 

(V)  Capital  Transit’s  maximum  demands  on  the  PEPCO 
system  are  off-peak  and  occur  at  times  when  the  costs  of 
production  are  lower  then  during  the  peak  periods  and 
energy  sold  to  Capital  Transit  Company  should,  therefore, 
receive  the  benefit  of  a  reduction  for  off-peak  discount. 

(W)  There  is  no  evidence  of  record  showing  the  costs 
of  service  related  to  the  demands  of  the  various  classes  of 
customers  within  the  District  of  Columbia;  the  major  part 
of  the  costs  of  such  services  are  controlled  by  the  relative 
demands  of  such  classes  within  the  District  instead  of 
kilowatt  hour  sales,  or  revenues ;  such  data  is  necessary  in 
determining  the  reasonableness  of  rates  within  the  District 
in  relation  to  such  costs ;  and  it  cannot  be  assumed  that  the 
unit  costs  of  serving  Maryland  customers  as  a  group  is 
approximately  the  same  as  the  unit  costs  of  serving  Dis¬ 
trict  customers  as  a  group,  when  the  record  shows  that  the 
conditions  of  service  controlling  such  unit  costs  are  such 
that  such  costs  are  substantially  higher  in  Maryland. 

IX. 

The  Commission  erred  and  its  findings,  conclusions,  Opin¬ 
ion  and  Order  are  unreasonable,  arbitrary,  and  capricious 
in  that  the  Commission  failed  to  make  essential  findings 
with  respect  to  the  rate  base,  and  net  operating  income, 
for  services  of  PEPCO  within  the  District  of  Columbia, 
excluding  the  rate  base  and  net  operating  income  applicable 
to  PEPCO  services  in  interstate  commerce,  not  subject  to 
the  jurisdiction  of  this  Commission. 

Wherefore,  Capital  Transit  respectfully  requests  that 
the  Commission  reconsider  its  Opinion  and  Order,  rescind 
the  same,  and  dismiss  the  application  of  PEPCO ;  or  in  the 
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alternative,  reduce  PEPCO’s  rates  for  services  to  Capital 
Transit  in  accordance  with  the  evidence. 

Respectfully  submitted, 

F.  G.  A  WALT, 

Daryal  A.  Myse, 

822  Connecticut  Avenue,  N.  W., 
Washington  6,  D.  C., 

Attorneys  for  Capital  Transit 
Company. 

Dated  this  14th  day  of  March,  1951. 

Of  Counsel: 

A walt,  Clark  &  Sparks, 

822  Connecticut  Avenue,  N.  W., 

Washington  6,  D.  C. 

Item  No.  23. 

PUBLIC  UTILITIES  COMMISSION  OF  THE  DISTRICT  OF  COLUMBIA 

Filed  Jun  29  1951 
Order  No.  3774. 

March  20,  1951. 

P.  U.  C.  No.  3502,  Formal  Case  No.  402. 

In  the  Matter  of 

Application  of  the  Potomac  Electric  Power  Company  for 
authority  to  increase  its  existing  schedules  of  tariffs 
and  rates  and  to  make  adjustments  in  certain  of  said 
schedules. 

Pursuant  to  the  provisions  of  Order  No.  3762,  dated 
February  12,  1951,  the  Potomac  Electric  Power  Company 
on  March  2,  1951,  filed  revised  Rate  Schedules  (including 
amendments  to  the  General  Terms  and  Conditions  for  Fur- 
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nishing  Electric  Service).  All  parties  to  this  proceeding 
were  served  with  copies  of  the  revised  Schedules  at  the 
time  they  were  filed  with  this  Commission. 

On  March  5,  1951,  the  Commission  issued  a  notice  of 
resumption  of  hearing  in  this  proceeding,  limited  to  the 
consideration  of  the  Rate  Schedules  filed  pursuant  to  the 
requirements  of  Section  1  of  Order  No.  3762.  Formal  pub¬ 
lic  hearings  were  held  March  12  and  14,  1951. 

The  record  shows  that  the  Rate  Schedules  are  designed 
to  produce,  for  the  system,  $2,595,000  additional  gross  op¬ 
erating  revenue  on  an  annual  basis,  based  on  the  year  1951, 
which  amount  is  $5,000  less  than  the  increase  found  by 
Commission  Order  No.  3762  to  be  warranted.  The  appli¬ 
cation  of  the  Rate  Schedules  to  the  estimated  consumption 
in  the  District  of  Columbia  for  the  year  1951,  will  produce, 
on  an  annual  basis,  additional  gross  operating  revenue  of 
approximately  $2,176,000. 

After  careful  consideration  of  the  Schedules  and  an¬ 
alysis  of  the  supporting  data,  the  Commission  finds  that 
the  Rate  Schedules,  including  the  proposed  changes  in  the 
General  Terms  and  Conditions  for  Furnishing  Electric 
Service,  filed  with  this  Commission  on  March  2,  1951,  and 
the  distribution  of  the  authorized  increase  in  gross  operat¬ 
ing  revenue  by  classes  of  service,  are  in  substantial  com¬ 
pliance  with  the  views  of  the  Commission  expressed  in 
Order  No.  3762. 

The  Commission  further  finds  and  concludes  that  the 
Rate  Schedules  and  General  Terms  and  Conditions  for 
Furnishing  Electric  Service  within  the  District  of  Colum¬ 
bia,  set  forth  in  the  Appendix  attached  hereto,  are  just, 
reasonable,  and  nondiscriminatory.  Therefore, 

It  Is  Ordered: 

That  the  terms,  conditions  and  Rate  Schedules  for  elec¬ 
tric  service  to  be  furnished  by  the  Potomac  Electric  Power 
Company  in  the  District  of  Columbia,  set  forth  in  the  Ap- 
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pendix  hereto,  be  made  effective  for  all  billings  based  on 
meter  readings  made  on  and  after  April  20,  1951. 

By  the  Commission: 

E.  J.  Milligan 
Executive  Secretary. 

A  True  Copy  : 

N.  H.  Hetzel, 

Chief  Clerk. 

[Seal] 

##**#**#•* 

APPENDIX  TO  ORDER  NO.  3774 

General  Terms  and  Conditions  for  Furnishing  Electric 

Service 

1.  General 

These  General  Terms  and  Conditions,  and  the  terms  and 
provisions  of  the  various  rate  schedules  (including  the 
rates  set  forth  therein),  are  subject  to  change  as  of  any 
time  upon  order  of  the  proper  Regulatory  Authorities. 

The  word  “Company”  as  used  herein  refers  to  Potomac 
Electric  Power  Company.  The  word  “Customer”  refers  to 
the  present  or  prospective  user  who  contracts  wfith  the  Com¬ 
pany  for  electric  service.  These  “General  Terms  and  Con¬ 
ditions  for  Furnishing  Electric  Service”  are  a  part  of  the 
agreement  between  the  Customer  and  the  Company. 

Each  rate  schedule  defines  the  service  for  which  it  is 
available,  according  to  the  purposes  for  wdiich  the  service 
is  to  be  used,  and  certain  electrical  characteristics  of  the 
supply  such  as  voltage,  number  of  cycles,  phases,  etc. 

Special  terms  and  rates  of  charge  for  the  furnishing  of 
electric  service  may  be  established  when  the  conditions  of 
use  or  other  circumstances  render  it  inequitable  for  the 
Company  to  supply  electric  service  under  an  established 
rate  schedule.  Such  conditions  include  abnormal  load  fac¬ 
tor,  diversity  factor,  power  factor,  size,  fluctuations  in 
demands,  etc.  In  such  cases,  the  Company  may  establish 
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special  terms  and  rates  subject  to  the  approval  of  proper 
Regulatory  Authorities. 

Extensions  and  changes  in  the  distribution  system  of  the 
Company  are  constantly  being  made,  due  to  the  growth  of 
the  communities  and  demands  upon  the  Company.  There¬ 
fore,  the  Customer  should,  in  all  cases,  consult  the  Com¬ 
pany  before  purchasing  electrical  equipment  for  new  in¬ 
stallations  or  for  additions  to  or  replacements  of  existing 
installations,  and  to  avoid  misunderstanding,  obtain  a  writ¬ 
ten  statement  from  the  Company  regarding  the  exact  char¬ 
acteristics  of  the  service  to  be  supplied  to  a  particular  build¬ 
ing  or  premises.  The  Company  will  specify  the  class  of 
service  to  be  supplied  in  each  case. 

2.  Application  for  Service 

The  Company  will  furnish  electric  service  to  applicants 
under  the  filed  rates  and  in  accordance  with  these  “General 
Terms  and  Conditions”.  Before  the  electricity  will  be 
turned  on,  the  Customer’s  electric  wiring  and  equipment 
must  be  approved  by  the  Inspection  Authorities  having 
jurisdiction  and  the  Company  so  notified  by  the  Inspection 
Authorities. 

The  Company  may  require  the  signing  of  an  application, 
in  which  case  the  signature  must  be  that  of  the  party  or 
parties  or  a  properly  authorized  agent  who  will  pay  the 
bills.  Evidence  of  such  authority  should  be  presented  at 
the  time  the  application  is  signed.  If  the  applicant  is  a 
corporation,  the  title  of  the  officer  or  agent  signing  the  ap¬ 
plication  must  be  stated  beneath  the  signature.  If  the 
applicant  is  the  owner  of  the  premises  to  be  supplied,  the 
words  “Owner  of  Premises”  should  be  added  beneath  the 
signature. 

It  is  expressly  understood  and  agreed  that  the  Company 
does  not  guarantee  a  constant  supply  of  electricity  and  re¬ 
serves  the  right  to  shut  off  the  supply  without  notice,  at 
any  time  for  necessary  repairs  or  extensions,  and  will  not 
be  liable  for  damages  to  the  Customer  due  to  interruption 
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to  the  supply  of  electricity  to  his  premises  for  these  pur¬ 
poses  or  for  reasons  beyond  its  control. 

See  also  provisions  under  Section  10.  Service  Connec¬ 
tions  and  Section  11.  Extensions  of  Service  Mains,  if  a 
service  connection  is  not  already  installed  to  the  premises. 

3.  Customer’s  Wiring  and  Appliances 

In  order  to  prevent  interference  with  the  proper  opera¬ 
tion  of  its  system  and  as  a  precaution  to  the  furnishing  of 
satisfactory  service  to  all  of  the  Customers,  the  Company 
has  adopted  certain  rules  with  reference  to  the  connection 
of  equipment  to  its  lines.  These  rules  (known  as  the  Com¬ 
pany’s  “  Electric  Service — Rules  and  Regulations”)  must 
be  complied  with  by  the  Customer.  Copies  of  these  rules 
will  be  supplied  and  explained  to  anyone  on  request.  The 
Company  will  not  be  liable  for  refusal  to  supply  service  un¬ 
less  it  has  been  duly  notified  regarding  all  purposes  for 
which  the  service  is  to  be  used  and  has  given  its  consent 
thereto. 

4.  Deposits  to  Guarantee  Payment  of  Bills 

Before  receiving  electric  service,  a  Customer  shall  estab¬ 
lish  his  credit  to  the  satisfaction  of  the  Company  and  shall 
discharge,  either  by  payment  or  agreement,  any  prior  in¬ 
debtedness  to  the  Company  for  electric  service.  When 
credit  is  not  otherwise  established  or  maintained,  the  Cus¬ 
tomer  shall  deposit  with  the  Company  a  cash  sum  equiv¬ 
alent  to  the  estimated  or  actual  bill  for  electric  service  for 
a  60  day  period,  which  sum  shall  be  not  less  than  five  dollars 
($5.00).  In  case  experience  demonstrates  that  the  outstand¬ 
ing  deposit  is  larger  or  smaller  than  the  maximum  billing 
for  any  60  day  period  during  the  preceding  12  months,  the 
Customer  or  the  Company,  as  the  case  may  be,  may  require 
an  appropriate  adjustment  of  the  deposit. 

The  deposit  will  bear  simple  interest  at  the  rate  of  5% 
per  annum  from  the  date  that  the  deposit  is  made  through¬ 
out  the  period  that  it  is  retained  by  the  Company  and  serv- 
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ice  is  rendered  to  the  Customer,  providing  such  period  ex¬ 
ceeds  30  days. 

When  service  is  terminated,  any  balance  of  the  amount 
deposited,  plus  accrued  interest  thereon  remaining  after 
deduction  of  all  sums  due  to  the  Company,  will  be  returned 
to  the  Customer,  or  the  deposit  and  accrued  interest  thereon 
may  be  returned  at  any  time  previous  thereto  at  the  option 
of  the  Company. 

5.  Metering 

The  Company  will  furnish,  insall  and  maintain  only  as 
many  meters  as,  in  the  judgment  of  the  Company,  are  neces¬ 
sary  to  properly  measure  the  electricity  supplied.  The  Cus¬ 
tomer  will  be  required  to  provide  space  for  the  installation 
of  the  Company’s  meters  and  equipment  at  a  location  ac¬ 
ceptable  to  the  Company,  and  arrange  the  wiring  in  the 
premises  to  accommodate  the  number  of  meters  which  the 
Company  deems  necessary. 

The  Customer  agrees  to  protect  from  injury  the  meters, 
wires  and  all  other  equipment  on  his  premises  belonging  to 
the  Company,  and  further  agrees  that  no  one  who  is  not 
an  agent  of  the  Company,  or  otherwise  lawfully  entitled, 
will  be  permitted  to  inspect,  remove  or  tamper  with  said 
meters,  wires,  equipment,  etc. 

The  Customer  authorizes  and  empowers  the  properly  au¬ 
thorized  agents  of  the  Company,  at  all  reasonable  hours,  to 
have  free  access  to  his  premises  for  the  purpose  of  reading 
meters  or  examining,  repairing  or  removing  any  of  the 
Company’s  property. 

6.  Submetering 

It  is  expressly  understood  and  agreed  that  electric  serv¬ 
ice  furnished  to  the  Customer  shall  be  for  the  Customer’s 
own  use  and  may  not  be  remetered  or  submetered  by  the 
Customer  for  the  purpose  of  selling  electric  service  to  an¬ 
other  or  others. 
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7.  Accuracy  of  Electric  Meters 

If  the  Company’s  meter  stops  operating,  an  estimated 
bill  will  be  rendered  covering  the  period  during  which  the 
meter  failed  to  operate.  The  average  daily  consumption 
during  the  month  immediately  preceding  the  period  for 
which  the  bill  is  to  be  rendered  and  the  average  daily  con¬ 
sumption  during  a  period  of  not  less  than  seven  consecu¬ 
tive  days  after  the  meter  has  been  adjusted  or  replaced  will 
be  computed,  and  the  average  of  these  two  amounts  will  be 
taken  to  be  a  fair  estimate  of  the  average  daily  consum- 
tion  during  the  period  which  the  estimated  bill  is  to  cover. 
The  average  amount  will  then  be  taken  as  the  basis  for  com¬ 
puting  the  bill. 

All  meters  will  be  tested  periodically  by  the  Company 
in  compliance  with  the  rules  of  the  Regulatory  Authorities. 

Whenever  a  meter  tested  by  the  Company  or  by  the  Regu¬ 
latory  Authorities  is  found  to  have  an  error  of  more  than  2 
percent,  the  following  provisions  for  the  adjustment  of  bills 
shall  be  observed: 

The  error  found  shall  be  considered,  for  the  purpose  of 
this  rule,  to  have  existed  for  the  6  months  preceding  the 
test;  provided,  that  if  the  meter  has  been  installed  for  a 
period  of  less  than  6  months  or  if  the  date  of  the  beginning 
of  the  inaccuracy  can  be  determined,  then  the  date  of  in¬ 
stallation,  or  beginning  of  inaccuracy,  will  be  taken  as  the 
date  on  which  the  meter  is  presumed  to  have  been  100  per¬ 
cent  accurate. 

If  the  meter  is  found  to  be  faster  than  allowable,  the 
Company  will  make  a  refund  to  the  Customer  for  the 
amount  which  has  been  charged  in  excess  of  that  wrhich 
would  have  been  charged  had  the  meter  registered  with  100 
percent  accuracy.  The  refund  will  be  computed  upon  the 
assumption  that  the  meter  was  registering  100  percent 
prior  to  the  beginning  of  the  period  of  inaccuracy,  as  previ¬ 
ously  defined.  The  actual  error  of  the  meter,  and  not  the 
difference  between  the  allowable  error  and  the  error  as 
found,  shall  be  used  a-s  the  basis  for  calculating  the  refund. 


If  the  meter  is  found  to  under-register,  the  Company  may 
render  a  bill  to  the  Customer  for  the  estimated  consump¬ 
tion  not  coverd  by  bills  previously  rendered  during  the 
period  of  inaccuracy,  as  previously  defined. 

8.  Billing 

When  more  than  one  meter  is  used  to  measure  the  amount 
of  electricity  consumed  by  a  Customer,  a  separate  bill  in 
accordance  with  the  appropriate  rate  schedule  will  be  ren¬ 
dered  for  the  electricity  supplied  through  each  meter.  How¬ 
ever,  consumption  registered  by  two  or  more  meters  may 
be  numerically  added  and  a  single  bill  rendered  for  elec¬ 
tricity  supplied  to  a  single  structure,  provided  the  addi¬ 
tional  meter  is  made  necessary  by: 

a.  Regulations  or  Codes  promulgated  by  Municipal 
or  other  Governmental  Authorities. 

b.  The  Customer’s  load  being  of  such  size  and  char¬ 
acter  as  to  make  it  advisable,  in  the  opinion  of  the 
Company,  to  install  more  than  one  service  control 
switch,  or  more  than  one  service  connection,  in  one 
building. 

The  Company  will  endeavor  to  have  each  Customer’s  me¬ 
ter  or  meters  read  at  approximately  monthly  intervals  to 
determine  the  amount  of  electricitv  used  and  the  maxi- 
mum  demand.  Demand  charges  will  be  based  upon  the 
maximum  thirty  minute  demand  recorded  during  the  month. 
The  expressions  “month”  and  “monthly”,  as  used  in  the 
rate  schedules,  refer  to  the  average  reading  period  which 
is  taken  as  30  days.  However,  this  may  vary  in  length 
from  25  days  to  35  days. 

In  the  event  the  Company  does  not  obtain  a  reading  on 
scheduled  meter  reading  date,  the  Company  may  request 
the  Customer  to  furnish  the  meter  reading.  If  the  Cus¬ 
tomer  does  not  supply  a  reading  by  the  billing  date  the 
Company  may  render  a  bill  based  on  its  estimate  of  the  Cus¬ 
tomer ’s  electric  consumption  for  the  current  billing  period. 


Any  difference  between  the  estimated  consumption  and  the 
actual  consumption  will  be  automatically  adjusted  through 
subsequent  readings. 

The  Company  will  render  a  bill  to  each  Customer  within 
a  reasonable  time  after  the  monthly  consumption  has  been 
determined  as  outlined  in  the  preceding  paragraphs.  Where 
bills  are  on  an  estimated  basis  they  wfill  carry  appropriate 
notice  to  that  effect.  All  bills  are  due  when  rendered  and 
the  rates  contained  in  the  several  rate  schedules  apply  when 
the  bills  are  paid  within  twenty  days  after  date  of  rendition. 
If  bills  are  not  paid  within  twenty  days  after  rendition, 
the  rates  of  charge  are  10  percent  greater  than  those  stated 
in  the  several  schedules,  but  in  no  case  will  the  bill  for  any 
month  be  increased  more  than  ten  dollars  ($10.00). 

The  date  of  payment  will  be  considered  as  the  date  upon 
which  payment  is  made  at  the  office  of  the  Company,  or  its 
authorized  collection  agency,  or  the  date  of  postmark  if 
sent  by  mail.  When  the  twenty  days  allowed  for  payment 
expires  on  a  holiday,  Saturday  or  Sunday,  the  period  shall 
be  extended  through  the  next  ensuing  business  day. 

In  computing  bills  covering  service  rendered  for  periods 
of  more  or  less  than  one  month,  the  following  provisions 
shall  apply: 

a.  Bills  Without  Separate  Demand  Charge 

Bills  covering  periods  of  16  to  45  days  inclusive 
shall  be  computed  at  monthly  rates.  Bills  covering 
periods  of  more  than  45  days  shall  be  computed  to 
the  nearest  multiple  of  one  month,  that  is,  two,  three, 
or  more  months,  as  the  case  may  be.  Electricity 
used  during  periods  of  less  than  16  days  shall  be 
included  with  the  next  full  month’s  billing  and  not 
billed  separately,  except  that  final  bills  covering 
less  than  16  days  shall  be  billed  at  monthly  rates. 

b.  Bills  With  Separate  Demand  Charge 

In  computing  bills  covering  periods  of  more  or  less 
than  a  month  the  “monthly”  provisions  of  the  re- 
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spective  rate  schedules  shall  be  applied  pro  rata  on 
the  basis  of  the  ratio  of  the  number  of  days  covered 
by  the  bill  to  the  normal  monthly  billing  period. 

9.  Discontinuance  of  Electric  Service 

When  a  Customer  desires  to  have  the  electric  service  dis¬ 
continued,  he  should  give  the  Company  at  least  3  days  ad¬ 
vance  notice.  The  Customer  may  be  required  to  pay  for 
all  electricity  consumed  within  3  days  after  date  of  such 
notification. 

The  Company  may  discontinue  electric  service  for  any 
of  the  following  reasons  and  it  will  not  be  liable  for  damages 
to  the  Customer  resulting  from  such  discontinuance: 

a.  Failure  to  comply  with  the  Company’s  require¬ 
ments  for  service  applications  as  required  under 
Application  for  Service,  Section  2. 

b.  Failure  of  a  Customer  to  make  or  to  increase  a  de¬ 
posit  as  required  under  Deposits  to  Guarantee 
Payment  of  Bills,  Section  4. 

c.  When  the  bill  for  electric  service  is  in  arrears. 

d.  Refusal  of  legitimate  access  to  premises,  tamper¬ 
ing  with,  damage  to  or  loss  of  property  of  the  Com¬ 
pany  on  the  Customer’s  premises  for  which  the 
Customer  is  liable  as  provided  under  Metering, 
Section  5. 

e.  Failure  of  the  Customer  to  comply  with  state,  mu¬ 
nicipal  or  other  governmental  regulations  covering 
electrical  installations  and  the  Company’s  “Elec¬ 
tric  Service — Rules  and  Regulations”. 

f.  Violation  of  any  terms  or  conditions  of  the  electric 
service  agreement  or  any  other  contract  between 
the  Customer  and  the  Company  in  connection  with 
supply  of  electric  service. 

At  least  5  days’  notice  will  be  given  the  Customer  by  the 
Company  before  discontinuance  under  these  provisions  (a 
to  f),  except  in  cases  of  emergency  or  tampering. 
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After  discontinuance,  electric  service  will  not  be  restored 
until  all  bills  for  service  have  been  paid,  satisfactory  credit 
arrangements  made  and  a  reconnection  fee  of  $2.00  paid  to 
reimburse  the  Company  for  its  attendant  expenses. 

10.  Service  Connections 

General 

The  Company  will  furnish,  install  and  maintain  the  serv¬ 
ice  connection  facilities  (underground  conduit,  poles,  con¬ 
ductors,  etc.)  required  to  connect  to  the  Customer’s  service 
equipment  except  that  the  following  shall  be  furnished,  in¬ 
stalled  and  maintained  by  the  Customer  at  his  expense ; 

1.  Underground  conduit  beyond  the  building  wall; 

2.  Service  entrance  raceways  inside  the  building ; 

3.  Service  entrance  raceways  required  in  connection  with 
overhead  services ; 

and  Customers  shall  contribute  toward  the  Company’s  cost 
of  installing  service  connections  as  required  under  sub¬ 
section,  “Customer  Contributions  Toward  Service  Connec¬ 
tions”. 

The  service  conductors  will  terminate  at  the  Customer’s 
service  equipment  which  shall  meet  Company  requirements. 
The  Customer’s  service  equipment  shall  be  installed  at  a 
location  acceptable  to  the  Company  as  close  as  practicable 
to  the  point  where  the  service  conductors  enter  the  build¬ 
ing. 

All  of  the  equipment  installed  by  the  Company  will  be 
owned,  operated,  maintained  and  controlled  by  the  Com¬ 
pany  notwithstanding  any  contributions  to  the  cost  thereof 
made  by  the  Customer. 

Customer  Contributions  Toward  Service  Connections 

Where  the  Electric  Service  is  Supplied  from  the  Un¬ 
derground  Distribution  System,  the  Customer  shall  con¬ 
tribute  the  estimated  cost  of  furnishing  and  installing  the 
conduit  connection  and  cable  in  excess  of  20  feet  from  the 
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curb,  edge  of  roadway,  or  service  mains,  whichever  is  closer 
to  the  building  to  be  supplied. 

W here  Electric  Service  is  Supplied  from  the  Overhead 
Distribution  System,  the  Customer  shall  contribute  the 
estimated  cost  of  furnishing  and  installing  all  poles  and 
attachments  required  on  private  property  and  service  wire 
in  excess  of  100  feet  measured  from  the  curb,  edge  of  road¬ 
way  or  service  main  nearest  the  building  to  be  supplied. 

Where  Electric  Service  is  to  Be  Supplied  Underground 
from  Overhead  Mains,  the  Customer  shall  contribute  the 
estimated  cost  of  the  connection  from  the  service  mains  to 
the  Customer’s  service  equipment  less  the  estimated  cost  of 
furnishing  and  installing  those  service  connection  facilities 
that  would  be  supplied  without  charge  to  the  Customer. 

Where  it  is  Necessary  to  Establish  a  Temporary  Serv¬ 
ice  Connection,  the  Customer  shall  contribute  the  esti¬ 
mated  cost  of  furnishing  and  installing  the  connection  and 
removing  it,  less  the  salvage  value  of  the  returned  material. 

Contributions  by  Customers  toward  the  Company’s  cost 
of  furnishing  and  installing  service  connections  in  accord¬ 
ance  with  this  Section  are  non-refundable. 

11.  Extensions  of  Service  Mains 

Where  it  is  necessary  to  extend  its  service  mains  along  a 
public  highway  in  order  to  supply  electric  service  to  a  Cus¬ 
tomer,  the  Company  will  bear  the  cost  of  the  necessary  ex¬ 
tension  to  the  extent  of  two  years  estimated  revenue  or 
$125  per  permanent  Customer  whichever  is  greater.  The 
remainder  of  the  cost  of  the  extension,  if  any,  shall  be  de¬ 
posited  with  the  Company  by  the  Customer  or  Customers 
desiring  electric  service.  This  deposit  will  not  bear  interest 
but  will  be  returned  to  the  depositor  at  the  rate  of  at  least 
$125  for  each  additional  Customer  served  directly  from  the 
extension,  or  a  further  extension  beyond  the  one  which  the 
deposit  covers,  until  principal  amount  of  the  original  de¬ 
posit  is  returned.  In  no  case  will  the  amount  refunded 


exceed  the  amount  of  the  original  deposit.  A  portion  or  all 
of  the  deposit  will  be  waived  by  the  Company  when  in  its 
judgment  a  part  or  all  of  the  extension  investment  is  war¬ 
ranted  by  the  additional  revenue  expected  from  Customers 
to  be  served  from  the  extension. 

If  the  mains  are  to  be  placed  underground  in  areas  where 
the  distribution  system  is  normally  overhead,  the  Customer 
shall  contribute  the  difference  in  cost  between  overhead  and 
underground  construction.  Such  contributions  shall  be 
non-refundable. 

The  free  allowance,  that  is,  the  aforementioned  cost  to  be 
borne  by  the  Company  per  Customer  in  connection  with  the 
extension  of  service  mains,  does  not  apply  in  cases  where, 
to  serve  the  Customer’s  premises,  the  Company  must  ex¬ 
tend  its  mains  from  extensions  on  which  there  remain  unre¬ 
funded  deposits.  In  such  cases  the  allowance  shall  apply 
to  the  refunding  of  the  existing  deposit  or  deposits  in  the 
chronological  order  in  which  such  deposits  were  made. 
Where  refunds  are  to  be  made  to  two  or  more  Customers 
having  deposits  on  the  same  extension  and  made  at  the  same 
time,  the  amount  of  each  individual  refund  will  be  in  pro¬ 
portion  to  the  amount  each  Customer  has  on  deposit. 

Where  the  Company  designates  that  the  class  of  service 
to  be  supplied  a  Customer  will  be  single  phase,  alternat¬ 
ing  current  and  the  Customer  desires  three  phase,  alter¬ 
nating  current,  the  Company  will  supply  three  phase  serv¬ 
ice,  provided  the  Customer  deposits  with  the  Company  an 
amount  equal  to  the  estimated  additional  cost  to  the  Com¬ 
pany  of  providing  a  connection  for  supplying  three  phase 
instead  of  single  phase  service.  That  portion  of  the  amount 
deposited  by  the  Customer  representing  a  service  main 
extension  cost  will  be  refundable  in  the  same  manner  and 
under  the  same  circumstances  as  the  extension  deposits  de¬ 
scribed  above.  The  balance  of  the  deposit,  covering  the 
estimated  cost  of  the  transformers,  secondaries,  etc.,  will 
be  refundable  as  additional  Customers  are  supplied  from 
the  three  phase  secondaries.  This  portion  of  the  deposit 


1210 


will  be  charged  pro  rata  to  the  Customers  served,  with  ap¬ 
propriate  refunds  to  prior  Customers  as  new  Customers’ 
deposits  are  collected.  The  full  amount  of  such  deposit 
balance  will  be  refunded  when  the  deposit  per  Customer 
is  reduced  to  $100  due  to  the  furnishing  of  three  phase  serv¬ 
ice  to  additional  customers. 

Residential  Schedule  “R” 


Availability — 

Available  for  low  voltage  electric  service  in  indi¬ 
vidual  residences  and  in  individually  metered  dwelling 
units  in  multi-family  buildings,  where  the  use  is  pri¬ 
marily  for  residential  purposes,  and  for  farm  opera¬ 
tions  served  through  the  same  meter. 

Not  available  for  residential  premises  in  which  five 
(5)  or  more  rooms  are  for  hire. 

Not  available  for  auxiliary  or  emergency  service. 

Character  of  Service — The  service  supplied  under  this 
schedule  will  normally  be  alternating  current,  60  cycle, 
single  phase,  three  wire  120/240  volts  or  three  wire 
120/208  volts. 

Rate  for  Monthly  Consumption — 


First  40  kilowatt-hours . 4.25c  per  kwh 

Next  210  kilowatt-hours .  1.97c  per  kwh 

Consumption  in  excess  of  250  kilowatt-hours .  1.62c  per  kwh 


Minimum  Charge — $1.00  per  month  for  each  meter  in¬ 
stalled. 

Meter  Reading — Meters  will  be  read  to  the  nearest  10  kilo¬ 
watt-hours  and  bills  rendered  accordingly. 

Period  of  Contract — Contract  continues  in  force  until 
either  party  notifies  the  other  of  a  desire  to  terminate 
the  agreement. 

General  Terms  and  Conditions — This  schedule  is  subject 
in  all  respects  to  the  Company’s  General  Terms  and  Con¬ 
ditions  for  Furnishing  Electric  Service. 
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Commercial  Schedule  “SC” 

Availability — 

Available  for  electric  service  used  for  commercial 
and  farm  purposes. 

Not  Available  for  any  customer  with  a  demand  in  ex¬ 
cess  of  25  kilowatts  during  the  12  month  period  end¬ 
ing  with  the  current  billing  month  whose  aggregate 
consumption  exceeds  80,000  kilowatt-hours  for  such 
period. 

Not  available  for  auxiliary  or  emergency  service. 

Character  of  Service — The  service  supplied  under  this 
schedule  will  normally  be  alternating  current,  60  cycle, 
either  (i)  single  phase,  three  wire  120/240  volts  or  three 
wire  120/208  volts,  or  (ii)  three  phase,  four  wire  120/208 
volts. 

Rate  for  Monthly  Consumption — 


First  50  kilowatt-hours .  4.25c  per  kwh 

Next  200  kilowatt-hours . -  2.57c  per  kwh 

Next  2,750  kilowatt-hours .  2.25c  per  kwh 

Consumption  in  excess  of  3,000  kilowatt-hours .  2.03c  per  kwh 


Minimum  Charge — $1.00  per  month  for  each  meter  in¬ 
stalled. 

Meter  Reading — Meters  will  be  read  to  the  nearest  10  kilo¬ 
watt-hours  and  bills  rendered  accordingly. 

Period  of  Contract — Contract  continues  in  force  until 
either  party  notifies  the  other  of  a  desire  to  terminate  the 
agreement. 

General  Terms  and  Conditions — This  schedule  is  subject 
in  all  respects  to  the  Company’s  General  Terms  and  Con¬ 
ditions  for  Furnishing  Electric  Service. 

Commercial  Schedule  “LC” 

Availability — 

Available  for  low  voltage  electric  service  used  for 
commercial  and  farm  purposes. 
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will  be  charged  pro  rata  to  the  Customers  served,  with  ap¬ 
propriate  refunds  to  prior  Customers  as  new  Customers’ 
deposits  are  collected.  The  full  amount  of  such  deposit 
balance  will  be  refunded  when  the  deposit  per  Customer 
is  reduced  to  $100  due  to  the  furnishing  of  three  phase  serv¬ 
ice  to  additional  customers. 

Residential.  Schedule  “R” 


Availability — 

Available  for  low  voltage  electric  service  in  indi¬ 
vidual  residences  and  in  individually  metered  dwelling 
units  in  multi-family  buildings,  where  the  use  is  pri¬ 
marily  for  residential  purposes,  and  for  farm  opera¬ 
tions  served  through  the  same  meter. 

Not  available  for  residential  premises  in  which  five 
(5)  or  more  rooms  are  for  hire. 

Not  available  for  auxiliary  or  emergency  service. 

Character  of  Service — The  service  supplied  under  this 
schedule  will  normally  be  alternating  current,  60  cycle, 
single  phase,  three  wire  120/240  volts  or  three  wire 
120/208  volts. 

Rate  for  Monthly  Consumption — 


First  40  kilowatt-hours .  4.25c  per  kwh 

Next  210  kilowatt-hours . 1.97c  per  kwh 

Consumption  in  excess  of  250  kilowatt-hours .  1.62c  per  kwh 


Minimum  Charge — $1.00  per  month  for  each  meter  in¬ 
stalled. 

Meter  Reading — Meters  will  be  read  to  the  nearest  10  kilo¬ 
watt-hours  and  bills  rendered  accordingly. 

Period  of  Contract — Contract  continues  in  force  until 
either  party  notifies  the  other  of  a  desire  to  terminate 
the  agreement. 

General  Terms  and  Conditions — This  schedule  is  subject 
in  all  respects  to  the  Company’s  General  Terms  and  Con¬ 
ditions  for  Furnishing  Electric  Service. 
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Commercial  Schedule  “SC” 

Availability — 

Available  for  electric  service  used  for  commercial 
and  farm  purposes. 

Not  Available  for  any  customer  with  a  demand  in  ex¬ 
cess  of  25  kilowatts  during  the  12  month  period  end¬ 
ing  with  the  current  billing  month  whose  aggregate 
consumption  exceeds  80,000  kilowatt-hours  for  such 
period. 

Not  available  for  auxiliary  or  emergency  service. 

Character  of  Service — The  service  supplied  under  this 
schedule  will  normally  be  alternating  current,  60  cycle, 
either  (i)  single  phase,  three  wire  120/240  volts  or  three 
wire  120/208  volts,  or  (ii)  three  phase,  four  wire  120/208 
volts. 

Rate  for  Monthly  Consumption — 


First  50  kilowatt-hours . .  4.25c  per  kwh 

Next  200  kilowatt-hours .  2.57c  per  kwh 

Next  2,750  kilowatt-hours .  2.25c  per  kwh 

Consumption  in  excess  of  3,000  kilowatt-hours . . .  2.03c  per  kwh 


Minimum  Charge — $1.00  per  month  for  each  meter  in¬ 
stalled. 

Meter  Reading — Meters  will  be  read  to  the  nearest  10  kilo¬ 
watt-hours  and  bills  rendered  accordingly. 

Period  of  Contract — Contract  continues  in  force  until 
either  party  notifies  the  other  of  a  desire  to  terminate  the 
agreement. 

General  Terms  and  Conditions — This  schedule  is  subject 
in  all  respects  to  the  Company’s  General  Terms  and  Con¬ 
ditions  for  Furnishing  Electric  Service. 

Commercial  Schedule  “LC” 

Availability — 

Available  for  low  voltage  electric  service  used  for 
commercial  and  farm  purposes. 
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Available  for  auxiliary  or  emergency  service  when 
modified  by  Rider  No.  “LC-1”. 

Available  for  primary  service  when  modified  by 
Rider  No.  “LC-2”. 

Character  of  Service — The  service  supplied  under  this 
schedule  will  normally  be  alternating  current,  60  cycle, 
three  phase,  four  wire  120/208  volts. 

Rate  for  Monthly  Consumption — 

Energy  Charge: 


First  50,000  kilowatt-hours . .  1.15c  per  kwh 

Next  150,000  kilowatt-hours . 865c  per  kwh 

Consumption  in  excess  of  200,000  kilowatt-hours ...... . 795c  per  kwh 


Demand  Charge: 

First  15  kilowatts  or  less  of  maximum  demand 


(minimum  charge) .  $34.64 

Next  85  kilowatts  of  maximum  demand . .  $  1.75  per  kw 

Excess  of  100  kilowatts  of  maximum  demand .  $  1.25  per  kw 


The  energy  and  demand  charges  included  in  this 
schedule  are  independent  of  each  other,  together  con¬ 
stituting  the  cost  to  the  Customer  of  the  service  which 
the  Company  furnishes. 

Adjustment  fof.  Changes  in  the  Cost  of  Fuel — The  en¬ 
ergy  charge  will  be  increased  or  decreased  .0014  cents  per 
kilowatt-hour  for  each  one-tenth  cent  increase  or  decrease 
above  or  below  32.2  cents  per  million  BTU  in  average 
cost  of  fuel  as  burned  in  the  Company’s  power  plants  and 
charged  to  its  Fuel  Expense  Account  No.  703.  This  ad¬ 
justment  will  be  based  upon  the  average  cost  of  fuel  dur¬ 
ing  the  second  month  preceding  that  of  the  billing  month. 

Rider  No.  “LC-1” — Auxiliary  of  Emergency  Service — 
This  rider  is  applied  to  and  becomes  part  of  Commercial 
Schedule  “LC”  when  a  part  or  all  of  the  Customer’s 
electric  or  other  power  requirements  are  normally  sup¬ 
plied  by  his  own  power  producing  equipment  and  auxil¬ 
iary  service  is  desired  for  emergency  or  abnormal  pe¬ 
riods.  In  such  cases,  the  Customer  shall  contract  in  ad¬ 
vance  for  the  maximum  number  of  kilowatts,  as  agreed 
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upon,  which  the  Company  is  to  be  ready  to  supply  for  his 
use,  this  number  of  kilowatts  being  called  the  “contract 
demand”.  In  case  the  monthly  maximum  metered  de¬ 
mand  exceeds  the  contract  demand,  this  metered  demand 
becomes  the  contract  demand  until  changed  by  mutual 
agreement. 

The  minimum  contract  demand  shall  be  25  kilowatts. 

In  addition  to  the  regular  monthly  charges  for  the 
service,  the  excess  of  the  contract  demand  over  the 
monthly  maximum  demand  will  be  charged  for  each 
month  at  the  rate  of  $0.63  per  kilowatt. 

Rider  No.  “LC-2” — Primary  Service — This  rider  is  ap¬ 
plied  to  and  becomes  part  of  Commercial  Schedule  “LC” 
when  the  Company  furnishes  single  phase  2,400  volts 
(nominal)  or  three  phase  4,160  volts  (nominal)  service 
directly  from  its  distribution  system,  the  Customer  pro¬ 
viding  at  his  own  expense  all  necessary  transformers  or 
other  converting  apparatus,  switches,  disconnectors, 
regulators,  etc.  In  such  cases  the  current  will  be  metered 
at  2,400  or  4,160  volts  and  the  Company  will  allow  a  dis¬ 
count  of  5%  of  the  amount  of  the  bill  at  the  schedule  rate. 

Period  of  Contract — Contract  continues  in  force  for  at 
least  one  year  and  until  either  party  notifies  the  other  of 
a  desire  to  terminate  the  agreement. 

General  Terms  and  Conditions — This  schedule  is  subject 
in  all  respects  to  the  Company’s  General  Terms  and  Con¬ 
ditions  for  Furnishing  Electric  Service. 

Commercial  Schedule  “HV” 

Availability — 

Available  for  high  voltage  electric  service  used  for 
commercial  purposes,  the  Customer  providing  at  his 
own  expense  all  necessary  transformers  or  other  con¬ 
verting  apparatus,  switches,  disconnectors,  regula¬ 
tors,  etc. 
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Available  for  auxiliary  or  emergency  service  when 
modified  by  Rider  No.  “HV-1”. 

Character  of  Service — The  service  supplied  under  this 
schedule  will  normally  be  alternating  current,  60  cycle, 
three  phase,  three  wire  13,200  volts  (nominal).  This 
class  of  electric  service  is  not  “regulated”  for  lighting 
purposes. 

Rate  for  Monthly  Consumption — 

Energy  Charge: 


First  50,000  kilowatt-hours . . . ....  .895c  per  kwh 

Next  150,000  kilowatt-hours - . 695c  per  kwh 

Consumption  in  excess  of  200,000  kilowatt-hours . 667c  per  kwh 


Demand  Charge: 

First  100  kilowatts  or  less  of  maximum  demand 


(minimum  charge) . .  $131.00 

Excess  of  100  kilowatts  of  maximum  demand . —  $  1.01  per  kw 


The  energy  and  demand  charges  included  in  this 
schedule  are  independent  of  each  other,  together  con¬ 
stituting  the  cost  to  the  Customer  of  the  service  which 
the  Company  furnishes. 

Adjustment  for  Changes  in  the  Cost  of  Fuel — The  en¬ 
ergy  charge  will  be  increased  or  decreased  .0013  cents  per 
kilowatt-hour  for  each  one-tenth  cent  increase  or  decrease 
above  or  bleow  32.2  cents  per  million  BTU  in  average  cost 
of  fuel  as  burned  in  the  Company’s  power  plants  and 
charged  to  its  Fuel  Expense  Account  No.  703.  This  ad¬ 
justment  will  be  based  upon  the  average  cost  of  fuel 
during  the  second  month  preceding  that  of  the  billing 
month. 

Rider  No.  “HV-1” — Auxiliary  or  Emergency  Service — 
This  rider  is  applied  to  and  becomes  part  of  Commercial 
Schedule  “HV”  when  a  part  or  all  of  the  Customer’s 
electric  or  other  power  requirements  are  normally  sup¬ 
plied  by  his  own  power  producing  equipment  and  auxil¬ 
iary  service  is  desired  for  emergency  or  abnormal  pe- 


1215 


riods.  In  such  cases,  the  Customer  shall  contract  in 
advance  for  the  maximum  number  of  kilowatts,  as  agreed 
upon,  which  the  Company  is  to  be  ready  to  supply  for  his 
use,  this  number  of  kilowatts  being  called  the  “contract 
demand”.  In  case  the  monthly  maximum  metered  de¬ 
mand  exceeds  the  contract  demand,  this  metered  demand 
becomes  the  contract  demand  until  changed  by  mutual 
agreement. 

The  minimum  contract  demand  shall  be  100  kilo¬ 
watts. 

In  addition  to  the  regular  monthly  charges  for  the 
service,  the  excess  of  the  contract  demand  over  the 
monthly  maximum  demand  will  be  charged  for  each  ' 
month  at  the  rate  of  $0.50  per  kilowatt. 

Period  of  Contract — Contract  continues  in  force  for  at 
least  one  year  and  until  either  party  notifies  the  other  of 
a  desire  to  terminate  the  agreement. 

General  Terms  and  Conditions — This  schedule  is  subject 
in  all  respects  to  the  Company’s  General  Terms  and  Con¬ 
ditions  for  Furnishing  Electric  Service. 

Street  Lighting  Rate  Schedule  “SL” 

Availability — 

Available  only  to  agencies  of  the  Federal  and  Dis¬ 
trict  of  Columbia  government,  for  street,  highway  and 
park  lighting  purposes. 

Character  of  Service — Electricity  supplied  for  series 
lights  will  normally  be  60  cycle,  single  phase,  2,400  volts 
delivered  to  the  series  lighting  transformers. 

Electricity  supplied  to  multiple  lights  will  normally 
be  60  cycle,  single  phase,  120  volts. 

Rate  for  Monthly  Consumption — For  electricity  supplied 
for: 

Series  Lighting,  delivered  to  Series  Lighting  Transformers  1.25c  per  kwh 
Multiple  Lighting,  delivered  to  Lamps . . .  1.03c  per  kwh 
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Adjustment  for  Changes  in  the  Cost  of  Fuel — The  energy 
charge  will  be  increased  or  decreased  .0014  cents  per 
kilowatt-hour  for  each  one-tenth  cent  increase  or  decrease 
above  or  below  32.2  cents  per  million  BTU  in  average 
cost  of  fuel  as  burned  in  the  Company’s  power  plants 
and  charged  to  its  Fuel  Expense  Account  No.  703.  This 
adjustment  will  be  based  upon  the  average  cost  of  fuel 
during  the  second  month  preceding  that  of  the  billing 
month. 

Measurement  of  Electricity — Electricity  delivered  for 
street  lighting  is  unmetered.  Monthly  kilowatt-hour  con¬ 
sumptions  will  be  computed  on  the  basis  of  manufac¬ 
turers’  wattage  ratings  of  installed  lamps  and  scheduled 
hours  of  burning  time. 

General  Terms  and  Conditions — This  schedule  is  subject 
in  all  respects  to  the  Company’s  General  Terms  and  Con¬ 
ditions  for  Furnishing  Electric  Service. 

Traffic  Signal  Schedule  “TS” 

Availability — 

Available  only  to  agencies  of  the  Federal  and  Dis¬ 
trict  of  Columbia  governments  for  operation  of  traffic 
signals. 

Character  of  Service — Electricity  supplied  for  traffic  sig¬ 
nal  purposes  will  normally  be  60  cycle,  single  phase,  120 
volts. 

Rate  for  Monthly  Consumption — 

For  electricity  delivered  to  lamps .  1.09c  per  kwh 

Adjustment  for  Changes  in  the  Cost  of  Fuel — The  energy 
charge  will  be  increased  or  decreased  .0014  cents  per 
kilowatt-hour  for  each  one-tenth  cent  increase  or  de¬ 
crease  above  or  below  32.2  cents  per  million  BTU  in  aver¬ 
age  cost  of  fuel  as  burned  in  the  Company’s  power  plants 
and  charged  to  its  Fuel  Expense  Account  No.  703.  This 
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adjustment  will  be  based  upon  the  average  cost  of  fuel 
during  the  second  month  preceding  that  of  the  billing 
month. 

Measurement  of  Electkicity — Electricity  delivered  to 
traffic  signals  is  unmetered.  Monthly  kilowatt-hour  con¬ 
sumptions  will  be  computed  on  the  basis  of  manufactur¬ 
ers’  wattage  ratings  of  installed  lamps  and  scheduled 
hours  of  burning  time. 

General  Terms  and  Conditions — This  schedule  is  subject 
in  all  respects  to  the  Company’s  General  Terms  and  Con¬ 
ditions  for  Furnishing  Electric  Service. 

Charges  for  Furnishing  and  Servicing  Street  Lighting 
and  Traffic  Signal  Equipment 

Availability — 

Available  only  to  agencies  of  the  Federal  and  Dis¬ 
trict  of  Columbia  governments,  for  street,  highway, 
park  and  traffic  signal  lighting  equipment  when  the 
electricity  supplying  such  equipment  is  furnished  by 
the  Company. 

Character  of  Service — Operation  and  maintenance  serv¬ 
ices  will  comprise  testing  of  lights,  lamp  replacement, 
replacement  and  cleaning  of  globes  and  lenses  (except 
fire  alarm  designation  globes),  painting  of  posts,  fixtures 
and  signals  and  maintenance  of  wires,  cables,  fixtures 
and  related  electrical  equipment. 

Posts,  brackets  and  luminaries  served  from  the  Com¬ 
pany’s  underground  system  are  to  be  supplied  by  the  Cus¬ 
tomer  except  in  case  of  special  installations  where  the 
Company  may  agree  to  furnish  them.  Equipment  used  to 
supply  street  lighting  from  the  Company’s  overhead  sys¬ 
tem  will  be  furnished  by  the  Company. 

All  traffic  signal  equipment  beyond  the  point  of  supply 
of  current  will  be  furnished  by  the  Customer  and  installed 
by  the  Company  at  the  expense  of  the  Customer. 
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Monthly  Charges — Street  Lighting — 

Equipment  served  from  overhead  circuits : 

Series  Incandescent  Lights : 

Without  Globe _ $0.67  per  lamp 

With  Globe _  1.02  per  lamp 

Sodium  Vapor  Lights _  2.00  per  lamp 

Multiple — 24  hour  Fire  Alarm 

Lights,  23  Watts _  0.54  per  lamp 

Additional  charge  for  attach¬ 
ments  to  poles  owned  by  an¬ 
other  utility  _  0.12  per  attachment 

Equipment  served  from  underground  circuits : 

Series  Incandescent  Lights: 

Without  Globe _  1.44  per  lamp 

With  Globe  _  2.13  per  lamp 

Multiple — 24  hour  Lights : 

Mercury  Vapor _  2.29  per  lamp 

200  Watts _  1.55  per  lamp 

Fire  Alarm,  23  Watts _  0.79  per  lamp 

Additional  charge  for  supporting 


Posts  or  Brackets  furnished  by 
the  Company: 

Posts  or  Brackets  costing : 

$  15.00  and  less  _  0.03  each 

$  15.01  to  $45.00  inclu¬ 
sive  -  0.04  each 

$  45.01  to  $75.00  inclu¬ 
sive  _ 0.10  each 

$  75.01  to  $100.00  inclu¬ 
sive  _  0.16  each 

$100.01  to  $160.00  inclu¬ 
sive  -  0.30  each 


Monthly  Charge — Traffic  Signals — 
Lens  Type : 


For  each  Lamp . .  ... 

0.34 

For  each  Signal _ 

_  0.53 

Luminous  Tube  Type : 

For  each  Lamp _ _ _ 

.  ..  0.24 

For  each  Signal _  .. 

_..  0.53 

1219 


Revised  Charges  foe  Electricity  Supplied  Under 
Potomac  Electric  Power  Company — 

Capital  Transit  Company  Power  Contract 

Dated  September  29, 1933  As  Supplemented  by  Letter 
Agreement  Dated  May  29,  1942 
For  600  Volt  Direct  Current  Service 

The  charges  for  600  volt  (nominal)  direct  current  serv¬ 
ice  furnished  to  Capital  Transit  Company  shall  be  deter¬ 
mined  by  the  application  of  Potomac  Electric  Power  Com¬ 
pany’s  Commercial  Schedule  “HV”  Energy  and  Demand 
Charges  and  Fuel  Adjustment  Clause  to  the  monthly  de¬ 
mand  and  consumption,  at  each  substation,  of  high  voltage 
electricity  required  for  furnishing  such  direct  current  serv¬ 
ice.  (Appropriate  adjustment  will  be  made  to  such  de¬ 
mands  and  consumptions  for  any  600  volt  direct  current 
service  supplied  therefrom  to  customers  other  than  Capital 
Transit  Company.) 

For  Other  Electric  Service 

All  service  required  by  Capital  Transit  Company  other 
than  600  volt  (nominal)  direct  current  service  will  be  fur¬ 
nished  by  the  Company  under,  and  at  the  rates  set  forth  in, 
its  commercial  rate  schedule  applicable  to  the  type  of  serv¬ 
ice  furnished  at  each  of  the  various  locations. 
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Monthly  Charges — Street  Lighting — 

Equipment  served  from  overhead  circuits : 

Series  Incandescent  Lights : 

Without  Globe _ $0.67  per  lamp 

With  Globe _  1.02  per  lamp 

Sodium  Vapor  Lights _  2.00  per  lamp 

Multiple — 24  hour  Fire  Alarm 

Lights,  23  Watts _  0.54  per  lamp 

Additional  charge  for  attach¬ 
ments  to  poles  owned  by  an¬ 
other  utility  _  0.12  per  attachment 

Equipment  served  from  underground  circuits : 

Series  Incandescent  Lights : 

Without  Globe  _  1.44  per  lamp 

With  Globe  _  2.13  per  lamp 

Multiple — 24  hour  Lights : 

Mercury  Vapor _  2.29  per  lamp 

200  Watts _  1.55  per  lamp 

Fire  Alarm,  23  Watts _  0.79  per  lamp 

Additional  charge  for  supporting 


Posts  or  Brackets  furnished  by 
the  Company : 

Posts  or  Brackets  costing : 

$  15.00  and  less  _  0.03  each 

$  15.01  to  $45.00  inclu¬ 
sive  -  0.04  each 

$  45.01  to  $75.00  inclu¬ 
sive  _  0.10  each 

$  75.01  to  $100.00  inclu¬ 
sive  _  0.16  each 

$100.01  to  $160.00  inclu¬ 
sive  -  0.30  each 

Monthly  Charge — Traffic  Signals — 

Lens  Type : 

For  each  Lamp _  0.34 

For  each  Signal _  0.53 

Luminous  Tube  Type : 

For  each  Lamp _  0.24 

For  each  Signal _  0.53 
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Revised  Charges  foe  Electricity  Supplied  Under 
Potomac  Electric  Power  Company — 

Capital  Transit  Company  Power  Contract 

Dated  September  29, 1933  As  Supplemented  by  Letter 
Agreement  Dated  May  29,  1942 
For  600  Volt  Direct  Current  Service 

The  charges  for  600  volt  (nominal)  direct  current  serv¬ 
ice  furnished  to  Capital  Transit  Company  shall  be  deter¬ 
mined  by  the  application  of  Potomac  Electric  Power  Com¬ 
pany’s  Commercial  Schedule  “HV”  Energy  and  Demand 
Charges  and  Fuel  Adjustment  Clause  to  the  monthly  de¬ 
mand  and  consumption,  at  each  substation,  of  high  voltage 
electricity  required  for  furnishing  such  direct  current  serv¬ 
ice.  (Appropriate  adjustment  will  be  made  to  such  de¬ 
mands  and  consumptions  for  any  600  volt  direct  current 
service  supplied  therefrom  to  customers  other  than  Capital 
Transit  Company.) 

For  Other  Electric  Service 

All  service  required  by  Capital  Transit  Company  other 
than  600  volt  (nominal)  direct  current  service  will  be  fur¬ 
nished  by  the  Company  under,  and  at  the  rates  set  forth  in, 
its  commercial  rate  schedule  applicable  to  the  type  of  serv¬ 
ice  furnished  at  each  of  the  various  locations. 
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Item  No.  25. 

PUBLIC  UTILITIES  COMMISSION  OF  THE  DISTRICT  OF  COLUMBIA 

Filed  Jun  29  1951 
Order  No.  3787. 

April  13,  1951. 

P.  U.  C.  No.  3502,  Formal  Case  No.  402. 

In  the  Matter  of 

Application  of  Potomac  Electric  Power  Company  for 
authority  to  modify  the  existing  terms,  conditions  and 
rate  schedules  for  electric  service  to  be  furnished  by  it. 

Order  Denying  Application  for  Reconsideration. 

The  Commission  has  for  consideration  the  application  of 
Capital  Transit  Company  to  reconsider  its  Findings  and 
Opinion  and  vacate  Order  No.  3762,  dated  February  12, 
1951.  The  Commission’s  Findings  and  Opinion  accom¬ 
panying  Order  No.  3762  were  rea'hed  after  careful  con¬ 
sideration  of  the  evidence  of  record.  In  its  Findings  and 
Opinion,  the  Commission  stated  the  reasons  for  its  Find¬ 
ings,  and  believes  the  conclusions  drawn  therefrom  are 
proper.  For  these  reasons  the  application  for  reconsidera¬ 
tion  will  be  denied. 

It  Is  Ordered  : 

That  the  application  of  Capital  Transit  Company  to  re¬ 
consider  the  Findings  and  Opinion  and  vacate  Order  No. 
3762  be,  and  it  is  hereby  denied. 

By  the  Commission : 

E.  J.  Milligan, 
Executive  Secretary. 

A  True  Copy: 

N.  H.  Hetzel, 

Chief  Clerk. 

3b 

[Seal] 
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Item  No.  28. 

Filed  Jun  29  1951 

BEFORE  THE  PUBLIC  UTILITIES  COMMISSION  OF  THE  DISTRICT  OF 

COLUMBIA 

P.  U.  C.  No.  3502,  Formal  Case  No.  402. 

In  the  Matter  of 

Application  of  Potomac  Electric  Power  Company  for 
authority  to  modify  the  existing  terms,  conditions  and 
rate  schedules  for  electric  service  furnished  by  it. 

Application  for  Reconsideration 

Capital  Transit  Company  hereby  represents  that  it  is  a 
public  utility  and  a  corporation  affected  by  Order  No.  3774, 
a  final  order  and  decision  issued  and  published  by  the  Com¬ 
mission  on  March  20, 1951,  in  its  Formal  Case  No.  402;  and 
respectfully  requests  reconsideration  of  the  matters  in¬ 
volved  in  said  order  and  decision. 

Each  and  all  of  the  following  specific  errors  are  the 
errors  claimed  as  grounds  for  such  reconsideration : 

The  Commission  erred  in  finding  and  concluding  that  the 
Rate  Schedules  set  forth  in  the  Appendix  attached  to  its 
Order  No.  3774  are  just,  reasonable,  and  non-discrimina- 
tory;  and  erred  in  ordering  that  such  Rate  Schedules  for 
electric  service  to  be  furnished  by  Potomac  Electric  Power 
Company  be  made  effective ;  in  that  such  finding  and  conclu¬ 
sion  is  unreasonable,  arbitrary,  and  capricious  because  it 
was  made  without  substantial  evidence  of  record  to  support 
it,  and  such  order  is  arbitrary,  capricious,  and  unlawful 
because  it  was  made  without  substantial  evidence  of  record 
and  without  essential  findings  to  support  it,  and  for  each 
and  all  of  the  reasons  set  forth  in  the  Capital  Transit  Com¬ 
pany  Application  for  Reconsideration  of  the  Commission’s 
Order  No.  3762,  filed  herein  on  March  14,  1951,  a  copy  of 
which  is  attached  hereto  and  made  a  part  hereof. 
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Wherefore,  Capital  Transit  Company  respectfully  re¬ 
quests  that  the  Commission  reconsider  its  decision  and 
Order  No.  3774  and  its  Order  No.  3762  referred  to  therein, 
rescind  the  same,  and  dismiss  the  application  of  Potomac 
Electric  Power  Company;  or  in  the  alternative,  reduce 
PEPCO’s  rates  for  services  to  Capital  Transit  Company 
in  accordance  with  the  evidence. 

Respectfully  submitted, 

Dated  at  Washington,  D.  C. 

This  19th  day  of  April,  1951. 

F.  G.  A  WALT, 

Daryal  A.  Myse, 

822  Connecticut  Avenue,  N.  W., 
Washington  6,  D.  C., 

Attorneys  for  Capitol  Transit 
Of  Counsel:  Company. 

Awalt,  Clark  &  Sparks, 

822  Connecticut  Avenue,  N.  W., 

Washington  6,  D.  C. 

Item  No.  31. 

Filed  Jun  29  1951 

PUBLIC  UTILITIES  COMMISSION  OF  THE  DISTRICT  OF  COLUMBIA 

Order  No.  3790. 

April  19,  1951. 

P.  U.  C.  No.  3502,  Formal  Case  No.  402. 

In  the  Matter  of 

Application  of  Potomac  Electric  Power  Company  for 
authority  to  increase  its  existing  schedules  of  tariffs 
and  rates  and  to  make  adjustments  in  certain  of  said 
schedules. 

Order  Denying  Application  for  Reconsideration. 

The  Commission  has  for  consideration  an  application  of 
Capital  Transit  Company  to  reconsider  Order  No.  3774 
dated  March  20,  1951. 
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The  terms,  conditions,  and  rate  schedules  for  electric 
service  established  by  Order  No.  3774  were  the  subject  of 
full  hearings  by  all  parties  to  the  proceeding,  including  this 
applicant.  They  were  carefully  and  fully  considered  in 
the  light  of  the  record,  and  the  Commission  is  of  opinion 
that  they  are  fair,  just,  and  non-discriminatory.  For  these 
reasons,  the  application  for  reconsideration  of  Order  No. 
3774  will  be  denied. 


It  Is  Ordered  : 


Section  1.  That  the  application  of  Capital  Transit  Com¬ 
pany  for  reconsideration  of  the  Findings  and  Opinion  and 
Order  No.  3774  be,  and  it  is  hereby,  denied. 

By  the  Commission: 


A  True  Copy  : 

N.  H.  Hetzel, 
Chief  Clerk. 


E.  J.  Milligan, 
Executive  Secretary. 


Item  No.  33. 


PUBLIC  UTILITIES  COMMISSION  OF  THE  DISTRICT  OF  COLUMBIA 

Order  No.  3688. 

June  28,  1950. 

P.  U.  C.  No.  3499,  Formal  Case  No.  396. 

In  the  Matter  of 

Increase  in  Fares  of  Capital  Transit  Company 
Nature  of  Proceeding 

On  January  11, 1950,  the  Capital  Transit  Company  (here¬ 
inafter  referred  to  as  “Capital  Transit”  or  the  “Com¬ 
pany”),  filed  with  this  Commission  First  Revised  Sheet  No. 
2  of  its  existing  District  of  Columbia  tariff  schedule  and 
requested  the  Commission  to  approve  and  permit  the  said 
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First  Revised  Sheet  No.  2  to  become  effective  January  22, 
1950.  The  rates  of  fare  proposed  by  the  Company  in  its 
revised  tariff  schedule  were  as  follows : 

Cash  fare _  15  cents 

Token  fare _  6  tokens  for  80  cents 

School  ticket _  3  cents. 

Under  date  of  January  20,  1950,  this  Commission  sus¬ 
pended  the  tariff  schedule  filed  as  noted  above,  until  fur¬ 
ther  order  of  the  Commission,  and  directed  that  a  general 
investigation  be  made  of  the  rates,  fares  and  charges  to  be 
made  by  the  Company  for  transportation  within  the  Dis¬ 
trict  of  Columbia. 

After  appropriate  notice,  formal  public  hearings  were 
held  on  the  Company’s  application  and  the  general  investi¬ 
gation  so  ordered,  on  April  4,  5,  26  and  27  and  May  2  and  3, 
1950. 

People ’s  Counsel  participated  in  the  proceedings. 

Petitions  for  leave  to  intervene  were  granted  to  the 
Federation  of  Citizens’  Associations  and  to  the  Washing¬ 
ton  Chapter,  Americans  for  Democratic  Action.  The  at- 
tornev  for  the  Federation  of  Citizens’  Associations  cross- 
examined  witnesses  at  length  but  did  not  present  any  testi¬ 
mony  on  behalf  of  the  Federation.  The  representative  of 
the  Washington  Chapter,  Americans  for  Democratic  Ac¬ 
tion,  did  not  attend  the  hearings  nor  did  he  take  an  active 
part  in  the  proceedings. 

Opportunity  was  afforded  a  large  number  of  individuals 
and  representatives  of  different  associations  to  express 
their  views  relative  to  the  subject  matter  of  the  proceed¬ 
ings. 

Testimony  for  the  Company  was  presented  by  J.  E. 
Heberle,  Vice  President  and  Comptroller,  and  by  William 
B.  Bennett,  Vice  President  and  Secretary.  V.  A.  McEl- 
fresh.  Executive  Accountant  and  Auditor,  testified  for  the 
Commission. 

At  the  conclusion  of  the  hearings,  permission  was  granted 
to  the  parties  to  file  briefs.  Pursuant  thereto,  briefs  were 
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filed  with  the  Commission  on  May  24,  1950,  by  Capital 
Transit,  the  Federation  of  Citizens’  Associations  and  Peo¬ 
ple’s  Counsel. 

Results  of  Operations 

The  Company  witness  introduced  in  evidence  Exhibit  No. 
1,  which  reflects  results  of  all  operations  for  the  year  1949 ; 
also  for  the  last  six  months  of  the  year  1949.  These  results 
are  tabulated  below : 


Year  1949 

Last  6  Months 
1949  (a) 

Passenger  revenue . . - _ 

$27,417,664 

$13,337,126 

Chartered  bus  revenue _ 

245,989 

89,692 

Station  and  vehicle  privi- 

ilege  _ _ _ _ 

224,234 

117,968 

Other  operating  revenues _ 

87,617 

37,672 

Operating  revenue  . . . . . 

$27,975,504 

$13,622,458 

Operating  expenses  . . . 

$23,074,849 

$11,766,338 

Taxes  except  income  taxes.. 

1,417,905 

710,921 

Income  taxes  . . . 

619,767 

85,830 

Depreciation  _ 

2,288,319 

1,139,810 

Operating  expenses,  taxes  and 

depreciation  _ _ _ _ _ _ 

$27,400,840 

$13,702,899 

Operating  income _ _ 

$  574,664 

$  —80,441 

Non-operating  income  _ 

152,775 

85,437 

Gross  income  _ _ _ _ _ 

$  727,439 

$  4,996 

Interest  deductions  _ 

401,623 

197,764 

Net  income  . .  . . . . 

$  325,816 

$— 192,768 

Car  miles  . .  . 

17,684,239 

8,119,489 

Bus  miles  _ 

25,692,804 

13,480,545 

Vehicle  miles _ 

43,377,043 

21,600,034 

Car  hours  _ 

2,019,352 

934,360 

Bus  hours .  . 

2,521,065 

1,323,785 

Vehicle  hours _ 

4,540,417 

2,258,145 

(a)  Wage  costs  reflect  rates  in  effect  after  arbitration  award  of  December 
18,  1949. 
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The  column  in  the  foregoing  statement  for  the  year  1949 
reflects  the  results  obtained  from  a  full  calendar  year’s 
operation  under  the  rates  of  fare  authorized  by  Commission 
Order  No.  4322,  dated  October  1,  1948;  that  is,  13  cents 
cash  fare,  3  tokens  for  35  cents,  $1.75  weekly  pass,  and  3 
cents  school  fare.  This  column  only  partially  reflects  the 
effect  of  the  major  conversion  on  May  1,  1949  from  street 
car  to  bus  service  on  the  Benning  line ;  and  of  the  wage  in¬ 
crease  granted  by  an  arbitration  board  which  became  effec¬ 
tive  as  of  July  1,  1949. 

The  second  column  in  the  foregoing  statement  gives  full 
effect  to  the  Benning  conversion  and  to  the  wage  increase 
previously  mentioned.  It  is  important  to  note  that  the 
last  6  months  of  1949  show  an  operating  deficit  of  $80,441, 
in  comparison  with  operating  income  of  $574,664  for  the 
full  calendar  year. 

In  order  to  present  the  results  of  operations  for  the  Com¬ 
pany  on  an  annual  basis,  the  Company  introduced  Exhibit 
No.  2,  which  reflects  the  operations  for  a  year,  based  upon 
the  last  6  months  of  1949  times  2.  These  results  are  shown 
on  a  total  Company  basis,  and  also  for  the  operation  of 
lines  within  the  District  of  Columbia  only.  Thus,  the  sec¬ 
ond  column  in  the  statement  which  follows  includes  the  op¬ 
eration  of  all  regular  route  lines  within  the  District,  but 
excludes  all  chartered  bus  operations,  Maryland  operations, 
and  the  operation  of  interstate  express  bus  lines : 


District  of 
All  Columbia 

Operations  (a) 

Passenger  revenue  _  $26,754,252  $25,517,686 

Chartered  bus  revenues _  179,384  — 

Station  and  vehicle  priv¬ 
ileges  _  235,936  217,790 

Other  operating  revenue _  75,344  74,592 

Operating  revenue  _  $27,244,916  $25,810,068 

Operating  expenses  _  $23,532,676  $21,635,630 

Taxes  except  income  taxes..  1,421,842  1,293,550 

Income  taxes  (b) _  140,861  382,946 

Depreciation  _  2,279,620  2,144,293 


Operating  expenses,  taxes  and 
depreciation  _  $27,374,999  $25,456,419 


Operating  income  ( — deficit) . 

$—130,083 

$  353,649 

Non-operating  income  . 

170,874 

X 

Gross  income  . . . 

$  40,791 

X 

Interest  deductions _ 

395,528 

X 

Net  income  ( — deficit) . 

$—  354,737 

X 

Car  miles  . . 

16,238,978 

15,526,590 

Bus  miles  _ 

26,961,090 

23,144,736 

Vehicle  miles  . . 

43,200,068 

38,671,326 

Car  hours  . . 

1,868,720 

1,821,434 

Bus  hours _  .  . 

2,647,570 

2,281,296 

Vehicle  hours _ 

4,516,290 

4,102,730 

(a)  Excludes  all  chartered  bus,  Maryland  and  interstate  express  bus  opera¬ 
tions. 

(b)  Computed. 

(x)  Not  extended. 

Since  in  this  proceeding  the  Commission  decided  that  the 
results  of  operations  for  the  District  of  Columbia  should  be 
determined  on  an  allocated  basis,  it  is  important  that  the 
bases  of  allocation  be  set  forth.  The  Company  witness  ex¬ 
plained  that  the  items  of  passenger  revenue,  station  and 
vehicle  privileges,  and  other  operating  revenue  were  de- 
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rived  directly  from  the  books  of  the  Company  for  the  last 
6  months  of  the  year  and  multiplied  by  2. 

With  respect  to  operating  expenses,  $1,897,046  was  de¬ 
ducted  from  total  expenses  and  allocated  as  follows:  $1,- 
690,947  to  Maryland  operations,  $41,283  to  the  cost  of  op¬ 
erating  two  interstate  express  bus  lines,  and  $164,816  to 
chartered  bus  operations.  The  operating  expenses  of  $1,- 
690,947  were  allocated  to  Maryland  on  the  basis  of  the 
average  cost  per  vehicle  hour,  with  the  exception  of  track 
maintenance,  which  allocation  represents  the  actual  cost 
of  track  maintenance  in  Maryland;  and  injuries  and  dam¬ 
ages,  which  expense  is  allocated  on  the  basis  of  3%  per  cent 
of  operating  revenue.  The  amount  of  $41,283  was  allocated 
to  the  cost  of  operating  two  interstate  express  bus  lines  on 
the  basis  of  the  average  system  cost  per  bus  hour,  applied 
to  the  number  of  bus  hours  operated  by  the  express  bus 
lines  for  all  expenses  except  provision  for  injuries  and 
damages,  which  was  determined  on  the  basis  of  3%  per  cent 
of  operating  revenue.  The  amount  of  $164,816  was  allo¬ 
cated  to  chartered  bus  operations  on  the  basis  of  the  aver¬ 
age  cost  per  bus  mile  with  reference  to  allaccounts  except 
certain  accounts  for  which  actual  costs  were  used ;  such  as, 
operators’  wages,  supervision,  traffic,  and  a  part  of  the 
transportation  expenses;  and  provision  for  injuries  and 
damages  (where  3%  per  cent  of  gross  revenue  was  used  as 
the  basis). 

With  respect  to  taxes  other  than  income  taxes,  $128,292 
was  excluded  from  the  total  of  such  taxes  to  represent  taxes 
attaching  to  operations  other  than  operations  over  regular 
routes  in  the  District  of  Columbia. 

Income  taxes  are  computed  separately  on  the  basis  of 
taxable  income  from  total  operations  and  from  District  op¬ 
erations.  As  Maryland  operations  resulted  in  a  loss,  the 
computed  tax  liability  for  District  operations  is  in  excess 
of  the  total  computed  tax  liability. 

Depreciation  in  the  amount  of  $114,298  has  been  allocated 
to  Maryland  operations  on  the  basis  of  the  application  of 
rates  fixed  by  this  Commission  to  depreciable  property  used 
in  Maryland.  The  amount  of  $11,878  was  allocated  to  ex- 
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press  bus  lines  on  the  same  basis.  The  allocation  of  $9,151 
to  chartered  bus  operations  was  determined  by  multiplying 
the  number  of  miles  operated  by  chartered  busses  by  the 
average  depreciation  rate  per  bus  mile  for  the  system  bus 
operations. 

The  Commission  witness  also  presented  testimony  rela¬ 
tive  to  the  operating  income  (and  investment)  of  the  Com¬ 
pany  during  the  last  6  months  of  1949  from  total  opera¬ 
tions  and  from  District  of  Columbia  operations.  (Exhibits 
21-26,  inclusive)  He  explained  that  for  the  purpose  of 
this  proceeding  he  used  the  term  “District  of  Columbia 
Operations”  to  mean  the  District  service  rendered  by  the 
Company,  the  rates  for  -which  are  subject  to  regulation  by 
this  Commission.  Under  this  approach,  there  were  ex¬ 
cluded  from  his  allocations  to  the  District  of  operating 
revenue,  operating  revenue  deductions  and  investment, 
items  related  to  the  so-called  Pentagon  service,  the  two 
interstate  express  bus  lines,  the  Maryland  service,  and  the 
chartered  bus  service. 

The  Commission  witness  also  made  certain  adjustments 
to  operating  revenues  and  operating  revenue  deductions  to 
eliminate  what  he  considered  to  be  substantial  non-recur¬ 
ring  items,  items  applicable  to  prior  or  future  periods  and 
charitable  contributions  and  service  club  dues.  The  fol¬ 
lowing  comparison  reflects  the  difference  in  operating  in¬ 
come  as  developed  by  the  two  witnesses  with  respect  to 
District  of  Columbia  operations  for  the  last  6  months  of 
1949  on  an  annual  basis : 


Operating  Revenue  . 

Commission 
Witness 
Exhibit  26 
x  2 

$25,824,165 

Company 
Witness 
Exhibit  2 
$25,810,068 

Difference  — 
Commission 
Witness 
over 

Company 
Witness 
$  14,097 

Operating  Revenue  Deductions: 
Operating  Expenses  . 

21,015,333 

21,635,630 

2,144,293 

1,293,550 

(620,297) 

Depreciation  . . 

2,152,312 

8,019 

General  Taxes  . . . 

1,338,376 

44,826 

Income  Taxes  - - 

618,528 

382,946 

235,582 

Total  Operating 
Revenue  Deductions 

$25,124,549 

$25,456,419 

$(331,870) 

Net  Operating  Income . - . 

$  699,616 

$  353,649 

$  345,967 

1230 


The  differences  set  forth  above  are  due  in  part  to  the 
adjustments  made  by  the  Commission  witness  and  not  by 
the  Company  witness,  and  in  part  to  the  differences  in  the 
methods  of  allocation  used. 

The  difference  of  $14,097  in  operating  revenues  is  due 
principally  to  the  fact  that  the  Commission  witness  treated 
revenues  from  the  Pentagon  operations,  after  adjustment 
to  reflect  a  normal  level,  as  other  than  District  of  Colum¬ 
bia  operations,  and  also  made  adjustment  for  three  items 
of  an  unusual  and  non-recurring  nature  recorded  during 
the  test  period  related  in  major  part  to  Pentagon  opera¬ 
tions  in  a  prior  period ;  whereas  the  Company  witness  used 
recorded  figures  for  District  of  Columbia  operations,  in¬ 
cluding  revenues  from  the  Pentagon  service,  without  ad¬ 
justment.  The  Commission  is  of  the  opinion  that  the  treat¬ 
ment  of  revenues  related  to  Pentagon  operations  by  the 
Commission  witness  is  proper,  based  on  the  decision  of  the 
Supreme  Court  in  this  matter,  and  accordingly  adopts  the 
amount  of  $25,824,165  as  representing  a  proper  statement 
of  operating  revenues  from  District  of  Columbia  opera¬ 
tions  for  the  test  period  on  an  annual  basis. 

The  record  shows  that  of  the  difference  in  operating  ex¬ 
penses  of  $620,297,  $368,301  i-s  due  to  adjustments  made  by 
the  Commission  witness  and  not  the  Company  witness,  and 
$251,996  is  due  to  the  difference  in  the  allocation  methods 
used  by  the  two  witnesses.  However,  the  adjustments  made 
by  the  Commission  witness  in  the  total  amount  of  $368,301 
were  prior  to  allocation.  If  these  adjustments  are  restored 
to  operating  expenses  and  then  allocated  along  with  other 
charges  in  the  accounts  involved,  operating  expenses  ap¬ 
plicable  to  District  of  Columbia  operations  would  be  in¬ 
creased  by  $353,118.  The  difference  between  this  figure 
and  the  total  difference  of  $620,297,  or  $267,179,  is  attribut¬ 
able  solely  to  the  difference  in  allocation  methods. 

The  adjustments  of  operating  expenses  are  set  forth  in 
detail  on  Schedule  2  of  Exhibit  22  in  the  record.  As  indi¬ 
cated  above,  these  adjustments,  by  eliminating  non-recur- 
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ring  items  and  items  applicable  to  prior  or  future  periods, 
were  made  by  the  Commission  witness  for  the  purpose  of 
ascertaining  the  going  level  of  expenses  during  the  last  six 
months  of  1949.  The  Company  witness  made  no  adjust¬ 
ments  of  this  character.  On  the  other  hand,  the  Company 
contends  that  certain  of  these  adjustments  should  be  offset 
by  other  items  occurring  after  the  close  of  the  test  period, 
and  that  one  adjustment  should  not  be  made  by  reason  of 
its  effect  upon  certain  expenses  during  the  test  period. 
Adjustments  for  expenses  of  a  non-recurring  nature,  par¬ 
ticularly  complained  of  by  the  Company,  are  as  follows : 

Charges  recorded  during  the  test  period 


in  connection  with  construction  of  the 

Dupont  Circle  Underpass . .  $  89,938.06 

Write-off  of  franchises,  as  an  extraordi¬ 
nary  property  loss,  in  connection  with 
the  abandonment  of  the  Benning  street 

car  line  as  of  May  1, 1949 _  28,677.44 

Difference  between  stock  value  and  scrap 
value  of  parts  for  Diesel  busses  of  a 
type  no  longer  used  in  the  system _  11,549.33 


Total  non-recurring  items _  $130,164.83 


(The  foregoing  adjustments  are  for  the  6  months 
ended  December  31,  1949,  and  the  annual  effect  on 
-operating  expenses  is  twice  this  amount,  or  $260,- 
329.66). 

With  respect  to  the  adjustment  covering  cost  in  connec¬ 
tion  with  the  construction  of  the  Dupont  Circle  underpass, 
the  Company  contends  that  because  of  this  adjustment  only 
$9,705  ($19,410  on  an  annual  basis)  remains  in  operating 
expenses  to  cover  costs  incident  to  reconstruction  of  track, 
whereas  costs  of  this  character  average  approximately 
$77,000  annually. 

The  Company  also  complains  of  the  following  adjust¬ 
ments  covering  items  considered  by  the  Commission  wit- 


1232 


ness  to  be  applicable  to  a  period  prior  to  or  subsequent  to 
the  6  months’  test  period: 


Inventory  adjustment  due  to  pricing  error 

in  January  1949 _  $21,952.48 

50  per  cent  of  legal  fees  paid  in  December 

1949  for  the  calendar  year  1949 . 10,450.00 

December  1949  credit  reversing  December 
1948  charge  setting  up  a  reserve  for 

doubtful  accounts  now  closed  out _  (792.75) 

50  per  cent  of  December  1949  payment 
covering  actuarial  services  for  the  calen¬ 
dar  year  _  2,000.00 


50  per  cent  of  payments  during  the  last 
three  months  of  1949  covering  wage  ar¬ 
bitration  proceedings  on  labor  contract 
for  period  July  1, 1949  to  June  30, 1950 _  17,858.96 

In  opposing  these  five  adjustments,  the  Company  cites  the 
fact  that  since  January  1,  1950,  the  Company  has  paid 
$50,546  as  remaining  costs  under  the  arbitration  award  that 
applied  to  the  6  months’  period  ended  December  31,  1949, 
and  that  no  consideration  was  given  to  these  costs  as  an 
off-setting  adjustment. 

As  to  the  difference  of  $267,179  caused  by  the  use  of  dif¬ 
ferent  allocation  methods  by  the  two  witnesses,  a  precise 
reconciliation  is  not  possible  from  the  record  before  the 
Commission.  It  appears  that  the  major  difference  is  caused 
by  the  use  of  the  vehicle  mileage  factor  in  allocating  certain 
accounts  by  the  Commission  witness,  where  the  Company 
witness  used  the  vehicle  hour  factor.  The  allocation  made 
by  the  Commission  witness  was  in  considerably  more  detail 
than  that  made  by  the  Company  witness.  It  was  done  by 
the  application  of  what  the  witness  considered  to  be  appro¬ 
priate  factors  to  adjusted  costs  segregated  by  primary  op¬ 
erating  expense  accounts  for  rail  and  bus  operations.  While 
the  car  mileage  and  bus  mileage  factors  predominate,  sev¬ 
eral  specific  allocations  were  made  by  the  use  of  factors 
other  than  the  car  mile,  bus  mile,  car  hour  and  bus  hour 
factors.  For  example,  the  maintenance  of  buildings  was 
allocated  in  the  same  proportion  as  the  investment  in  build- 
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ings  was  allocated;  several  other  accounts  were  also  allo¬ 
cated  in  the  same  proportion  as  the  related  investment  ac¬ 
counts.  The  vehicle  mileage  and  vehicle  hour  factors  used 
by  the  Commission  witness  were  also  modified  to  give  effect 
to  the  Pentagon  operations  of  the  Company.  This  was 
done  by  the  development  of  a  passenger  ratio.  The  allo¬ 
cations  made  by  the  Commission  witness  are  set  forth  in 
detail,  account  by  account,  in  the  four  sheets  of  Schedule  1 
of  Exhibit  22.  The  development  of  the  allocation  factors 
shown  on  this  schedule  is  set  forth  in  detail  on  the  three 
sheets  of  Schedule  3  of  Exhibit  22. 

The  difference  of  $8,019  in  depreciation  accruals  is  due 
entirely  to  the  use  of  allocation  methods.  The  Commission 
witness  segregated  book  accruals  by  classes  of  property  and 
allocated  such  accruals  to  District  of  Columbia  operations 
in  varying  proportions  determined  by  the  related  ratio  of 
District  of  Columbia  property  to  total  property.  Here, 
again,  a  precise  reconciliation  is  not  possible  from  the 
record. 

As  to  the  $44,826  by  which  general  taxes  as  determined 
by  the  Commission  witness  exceed  those  determined  by  the 
Company  witness,  this  difference  is  caused  by  an  adjust¬ 
ment  increasing  the  gross  receipts  tax  by  $60,358.80  on  an 
annual  basis;  an  adjustment  of  District  of  Columbia  real 
estate  taxes  which  are  reduced  by  $3,540.84  on  an  annual 
basis  to  eliminate  taxes  on  a  parcel  of  land  at  9th  Street  and 
Brentwood  Road  not  nowT  used  in  operations ;  and  a  smaller 
allocation  to  District  of  Columbia  operations,  primarily  by 
reason  of  the  foregoing  adjustments,  in  the  amount  of 
$11,992. 

Income  taxes,  as  computed  by  the  Commission  witness, 
exceed  the  computation  by  the  Company  witness  by  $235,- 
582.  This  difference,  except  for  a  net  reduction  in  the  tax 
liability  for  both  District  of  Columbia  and  Federal  income 
taxes  of  $20,765  considered  as  being  applicable  to  non¬ 
operating  income,  is  due  to  the  effect  of  the  adjustments  of 
operating  revenues  and  operating  revenue  deductions  made 
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by  the  Commission  witness  and  not  by  the  Company  wit¬ 
ness,  and  to  the  difference  in  allocation  methods  employed 
by  the  two  witnesses.  The  Commission  witness,  like  the 
Company  witness,  computed  separately  the  Federal  in¬ 
come  tax  liability  on  total  operations  and  on  District  of 
Columbia  operations,  the  latter  being  in  excess  of  the  former 
by  reason  of  the  loss  sustained  on  other  than  District  of 
Columbia  operations. 

As  indicated  by  the  foregoing  discussion,  the  principal 
controversy  relates  to  the  annual  operating  expenses  em¬ 
ployed  by  the  different  witnesses  in  their  estimates  of  in¬ 
come  from  District  operations  to  be  available  to  the  Com¬ 
pany.  The  reasons  for  the  differences  have  been  set  forth 
hereinabove. 

The  Commission  appreciates  the  difficulties  to  be  encoun¬ 
tered  in  any  attempt  to  establish  a  basis,  other  than  one 
which  is  100  per  cent  actual,  for  a  valid  appraisal  of  the 
potential  earning  power  of  a  particular  enterprise.  Ob¬ 
viously,  the  results  of  operations  for  the  full  year  1949  do 
not  afford  an  accurate  indication  of  the  return  which  Capi¬ 
tal  Transit  might  be  expected  to  earn  if  the  present  rates 
of  fare  are  continued,  mainly  because  of  two  major  changes 
which  took  place  during  the  year,  the  full  effects  of  which, 
on  an  annual  basis,  were  not  reflected  in  1949.  The  major 
changes  referred  to  were:  the  conversion  from  street  car 
service  to  bus  service  on  the  Benning  line,  and  the  substan¬ 
tial  increase  in  wages  of  employees  that  became  effective 
as  of  July  1,  1949. 

The  effects  of  the  changes  just  mentioned  were  fully  re¬ 
flected  during  the  last  6  months  of  1949,  and  thus  a  reason¬ 
able  foundation  for  the  use  of  this  period  as  a  test,  expanded 
to  an  anual  basis,  has  been  laid.  Having  reached  this  con¬ 
clusion,  the  Commission  must  resolve  the  honest  differences 
of  opinion  expressed  by  both  principal  witnesses  as  to 
whether  or  not  the  results  of  the  6  months’  operations 
should  be  adjusted  to  exclude  therefrom  items  which  might 
appear  to  be  non-recurring  or  to  apply  to  different  periods 


from  the  one  in  which  the  items  occur ;  or  to  include  therein 
items  which  might  be  considered  to  apply  to  this  period  but 
which  are  recorded  on  the  books  in  different  periods. 

While  the  Commission  recognizes  the  difficulties  encoun¬ 
tered  in  adjusting  a  6  months’  statement  so  that  it  will 
truly  reflect  the  results  of  operations  for  a  period  twice  as 
long,  and  even  in  the  absence  of  any  indication  that  an  at¬ 
tempt  has  been  made  to  deliberately  pad  the  accounts  which 
form  the  nucleus  for  subsequent  computations — and  cer¬ 
tainly  the  record  in  the  present  case  contains  no  such  evi¬ 
dence — nevertheless,  the  Commission  recognizes  that  the 
use  of  book  figures  for  the  purpose  of  estimating  future 
costs  requires  adjustments  to  eliminate  items  of  the  nature 
hereinbefore  discussed.  However,  the  Commission  also 
recognizes  that  consideration  should  be  given  to  items  of 
cost  which  are  not  reflected  on  the  books  for  the  test  period, 
but  which  reasonably  may  be  expected  to  occur  in  the  fu¬ 
ture.  The  Commission  agrees  with  the  Company  witness 
that  the  amount  of  $50,546  in  charges  that  were  settled  since 
January  1,  1950,  in  connection  with  salary  payments  under 
the  arbitration  award  that  pertained  to  the  last  6  months  of 
1949,  should  be  taken  into  account.  On  an  anual  basis,  this 
adjustment  would  amoutn  to  $101,092.  Also,  the  Commis¬ 
sion  should  take  administrative  notice  of  the  fact,  stated 
in  the  brief  of  the  Company,  that  it  has  become  necessary  to 
increase  $75,000  a  year  the  Company’s  costs  of  the  retire¬ 
ment  plan  for  salaried  employees,  in  order  to  retain  its 
qualification  by  the  Bureau  of  Internal  Revenue.  From  the 
items  cited  above,  it  is  evident  that  the  adjustments  aggre¬ 
gating  $368,301  (before  allocation)  made  by  the  Commis¬ 
sion  witness  should  be  offset  by  $176,092  (District  of  Co¬ 
lumbia  portion  approximately  $160,000)  and  possibly  to  an 
undetermined  extent  by  additional  amounts  to  cover  nor¬ 
mal  maintenance  and  normal  snow  removal  costs,  but  the 
record  does  not  disclose  sufficient  information  relating  to 
these  last  two  items  to  permit  the  Commission  to  make  a 
definite  adjustment  therefor.  With  the  foregoing  adjust- 
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merits,  the  Commission  is  of  the  opinion  that  the  recorded 
book  figures  during  the  test  period  can  he  utilized  as  a 
basis  for  estimating  operating  expenses  to  be  incurred  in 
the  immediate  future. 

The  difference  of  $267,179  in  operating  expenses,  due 
to  the  difference  in  allocation  methods  employed  by  the 
two  witnesses,  has  also  been  carefully  studied  by  the  Com¬ 
mission.  It  cannot  be  stated  that  either  witness  was  en¬ 
tirely  in  error  in  use  of  factors.  Each  witness  presented 
his  testimony  clearly  and  logically.  To  analyze  every  ele¬ 
ment  of  the  allocation  and  to  determine  by  classes  of  prop¬ 
erty  wherein  the  Commission  agreed  or  disagreed  with  each 
witness  would  entail  endless  discussion  and  would  serve  no 
particularly  useful  purpose.  The  amount  involved  is  ap¬ 
proximately  1.2  per  cent  of  total  operating  expenses  and, 
after  taxes,  would  amount  to  about  */2  of  1  per  cent  on 
the  rate  base.  Obviously,  acceptance  for  this  purpose  of 
a  median  figure  of  $133,590  should  remove  the  risk  of  ar¬ 
bitrariness  in  this  connection. 

Based  upon  the  foregoing,  the  Commission  finds  and  con¬ 
cludes  that  for  the  puropse  of  estimating  the  future  operat¬ 
ing  income  of  the  Company,  the  amount  of  operating  ex¬ 
penses  to  be  considered  shall  be  $21,308,923. 

In  line  with  the  treatment  accorded  the  differences  in 
allocated  operating  expenses,  the  Commission  finds  that 
depreciation  expense  should  be  $2,148,303,  thereby  reducing 
the  difference  between  the  figures  presented  by  th  two  wit¬ 
nesses  by  50  per  cent. 

The  Commission  finds  and  concludes  that  the  treatment 
accorded  the  item  of  general  taxes  by  the  Commission  wit¬ 
ness  is  correct,  and  that  the  amount  to  be  used  for  this  item 
is  $1,338,376. 

Due  to  the  adjustment  made  in  estimated  taxable  income 
by  the  foregoing  conclusions  arrived  at  by  the  Commission, 
the  amount  of  income  taxes  is  found  to  be  $502,036. 

Thus,  total  operating  expenses,  depreciation  and  taxes, 
become  $25,297,638;  and  result  in  an  estimated  operating 


income  of  $526,527,  which  amount  the  Commission  finds  to 
be  reasonable  for  use  in  subsequent  calculations  of  poten¬ 
tial  operating  income. 

The  record  contains  two  estimates  of  the  experienced 
return  from  District  of  Columbia  operations.  The  Com¬ 
pany  witness,  in  Exhibit  No.  2,  calculated  that,  by  using 
the  results  obtained  during  the  last  6  months  of  1949,  and 
by  multiplying  such  results  by  2,  the  operating  income 
amounted  to  $353,649.  This  amount,  related  to  the  rate 
base  of  $27,713,039  developed  by  the  witness  in  accordance 
with  the  formula  prescribed  by  this  Commission,  provides 
a  return  of  1.28  per  cent. 

The  Commission  witness,  in  Exhibit  No.  26,  employing 
the  same  approach  as  that  just  described,  but  after  mak¬ 
ing  the  adjustments  which  have  been  heretofore  explained 
under  this  caption,  arrived  at  an  operating  income  on  an 
annual  basis,  of  $699,616.  This  would  provide  a  return  of 
2.56  per  cent  on  the  rate  base  of  $27,369,459  developed  by 
this  witness. 

It  is  obvious  that  on  either  basis  the  results  of  operations 
under  the  present  schedule  of  rates  do  not  provide  a  fair 
and  reasonable  return  to  the  Company. 

Rate  Base. 

The  rate  base  of  the  Company  as  at  December  31, 1949,  as 
developed  by  its  witness  according  to  the  formula  prescribed 
by  this  Commission,  is  shown  below  (Exhibit  No.  12) : 
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Total 

District  of 
Colombia 
Regular 
Route 
Operations 

Historical  Cost  of  property  used 
and  useful  to  operations, 
stated  at  cost  to  owner  first 
devoting  the  properties  to  pub¬ 
lic  use  _ _ _ _ _ _ 

$49,364,230 

$46,567,512 

Deduct : 

Road  and  Equipment,  less  de¬ 
preciation  per  books _ 

$21,181,607 

$19,980,610 

Accrued  depreciation  per 
books  - . — . . .  . . 

28,182,623 

26,586,902 

Working  Capital: 

Materials  and  Supplies 
12/31/49  . . . . . . 

1,231,424 

1,126,137 

Rate  Base  12/31/49 _ _ _ 

$29,414,047 

$27,713,039 

The  difference  between  the  historical  cost  of  property- 
used  in  all  the  operations  of  the  Company,  and  the  cost  of 
property  used  in  District  of  Columbia  operations,  is  $2,- 
796,718.  The  witness  testified  that  of  this  difference,  $2,494,- 
022  represents  the  cost  of  property  used  in  conducting 
operations  over  regular  routes  in  the  State  of  Maryland, 
$170,976  represents  property  used  in  conducting  express 
line  operations,  and  $131,720  represents  the  property  used 
in  conducting  chartered  bus  operations. 

The  allocation  of  depreciation  reserve  to  the  District  of 
Columbia  operations,  according  to  the  Company  witness, 
was  based  upon  the  ratio  which  the  physical  property 
in  the  District  bears  to  the  total  physical  property. 

The  amount  of  working  capital  allocated  to  the  District 
of  Columbia  was  based  upon  the  ratio  of  District  expenses 
to  total  operating  expenses  for  the  year  ending  February 
28, 1951,  as  set  forth  in  the  estimate  in  this  proceeding. 


In  the  presentation  of  his  testimony  relating  to  rate  base, 
the  Company  witness  presented  a  computation  (Exhibit 
No.  13)  designed  to  support  his  contention  that  of  the  ac¬ 
crued  depreciation  at  December  31,  1949,  a  minimum  of 
$10,542,S48  (of  which  amount,  $7,770,079  would  apply  to 
the  District  of  Columbia  rate  base)  should  not  be  deducted 
in  arriving  at  the  rate  base  of  the  Company,  for  the  reason 
that  no  part  of  such  $10,542,848  was  supplied  by  the  public 
through  the  rates  and  charges  in  effect.  In  other  words, 
this  is  the  aggregate  amount  by  which  the  Company  failed 
to  earn  a  71/2  per  cent  return  on  its  rate  base  during  the 
years  1934  to  1949,  inclusive,  after  providing  for  deprecia¬ 
tion  expense  at  rates  determined  by  this  Commission. 

Of  course,  there  has  never  been  any  determination  made 
by  this  Commission  that  the  Company  should  be  guaranteed 
a  return  of  l1/*  per  cent  on  its  rate  base.  This  contention 
is  so  far-fetched  that  the  Commission  has  no  difficulty  in 
finding  that  it  is  without  merit. 

Testimony  was  also  introduced  by  the  Company  with  re¬ 
spect  to  the  inclusion  of  land  in  the  rate  base  at  present 
values,  rather  than  at  its  original  cost.  The  Commission 
has  ruled  on  this  matter  in  several  previous  opinion,  and 
again  finds  that  for  rate-making  purposes,  land  should  be 
included  in  the  rate  base  of  the  Company  at  its  original  cost. 

Further,  the  Company  again  raised  the  claim  that  a  re¬ 
turn  should  be  allowed  on  the  amount  of  $5,250,000  which, 
under  decision  by  this  Commission,  has  been  excluded  from 
the  property  account  for  rate-making  purposes.  As  the 
record  in  a  previous  proceeding  relating  to  this  matter  has 
been  incorporated  by  reference  in  the  present  proceeding, 
the  Commission  again  finds  for  reasons  previously  cited 
in  its  opinions,  that  the  amount  of  $5,250,000  is  properly 
excluded  from  the  rate  base  of  the  Company,  and  that  no 
return  should  be  allowed  thereon. 

The  Commission  witness  first  developed  the  rate  base 
for  the  system  both  on  an  unweighted  basis  as  of  December 
31,  1949,  and  weighted  for  the  6  months  of  July  to  Decern- 
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ber  1949.  The  results  for  the  system  were  an  unweighted 
rate  base  of  $28,020,754  and  a  weighted  rate  base  of  $27,- 
911,094  at  December  31,  1949,  both  depreciated,  and  prior 
to  allowance  for  materials  and  supplies.  Allowance  for 
materials  and  supplies  produces  the  system  unweighted  and 
weighted  rate  base  of  $29,252,178  and  $29,114,945,  respec¬ 
tively. 

The  witness  then  allocated  the  weighted  rate  base  be¬ 
tween  District  of  Columbia  operations  and  other  opera¬ 
tions.  This  allocation  was  prepared  in  great  detail  and  the 
record  contains  a  considerable  amount  of  testimony  with 
respect  thereto.  Basically,  the  first  step  in  the  allocation 
procedure  used  by  the  Commission  witness  was  the  ap¬ 
portionment  of  the  book  reserve  by  the  use  of  a  reserve  re¬ 
quirement  study,  which  was  made  primarily  for  this  pur¬ 
pose,  since  the  book  reserve  is  not  segregated  by  classes 
and  items  of  property.  After  apportioning  the  book  re¬ 
serve  on  the  basis  of  the  reserve  requirement  study,  the 
depreciated  book  cost  was  developed  for  each  account  and 
item  of  property  used  either  wholly  for  District  operations, 
wholly  for  other  than  District  operations,  or  jointly  for 
both  District  and  other  operations.  "Wherever  possible,  the 
depreciated  investment  or  the  net  book  cost,  by  items  of 
property,  was  allocated  between  the  District  operations 
and  other  than  District  operations  on  a  location  basis.  In 
many  cases,  such  as  rail  and  bus  terminals  located  either 
in  the  District  or  Maryland,  location  was  ignored,  and 
the  use  of  the  particular  facility  was  considered  in  the 
development  of  the  allocation  factors.  Car  houses,  shops 
and  bus  garages,  both  land  and  building,  were  generally  al¬ 
located  by  the  use  of  the  car  mile,  bus  mile,  or  combined 
car  and  bus  mile  factors,  as  appropriate.  These  particu¬ 
lar  factors  all  give  effect  to  the  Pentagon  operations  in 
addition  to  Maryland,  interstate  and  chartered  operations 
of  the  Company. 

The  depreciated  investment  in  passenger  street  cars  was 
allocated  by  the  use  of  the  car  hour  factor  with  adjust- 
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ment  for  the  estimated  week  day  rush-hour  demands  for 
Pentagon  passengers.  Passenger  busses  were  allocated 
on  an  assignment  basis  to  the  extent  possible  with  some 
use  of  the  bus  hour  factor  to  give  effect  to  chartered  serv¬ 
ice  and  the  Pentagon  service.  The  depreciated  investment 
in  track  was  allocated  generally  on  a  location  basis. 

As  indicated  above,  the  allocation  made  by  the  Commis¬ 
sion  witness  was  in  considerably  more  detail  than  that 
by  the  Company  witness,  and  the  use  of  factors,  such  as 
vehicle  mile  and  vehicle  hour,  was  confined  to  a  minimum, 
except  with  respect  to  the  allocation  of  the  investment  in 
car  and  bus  storage  and  repair  facilities.  The  witness  ex¬ 
plained  that  an  alternative  allocation  of  these  facilities 
could  have  been  made  on  the  vehicle  storage  basis,  but  that 
this  method  would  not  give  effect  to  the  Pentagon  service 
and  to  the  shifting  of  vehicles  from  one  location  to  an¬ 
other.  Due  to  these  complications  and  to  the  difficulty  in¬ 
volved  in  ascertaining  the  storage  and  repair  facilities  for 
all  individual  vehicles,  he  used  the  vehicle  mile  basis  in 
apportioning  the  depreciated  investment  in  all  storage  and 
repair  facilities. 

The  weighted  rate  base  allocated  to  the  District  of  Co¬ 
lumbia  operations,  including  the  allowance  for  material  and 
supplies  developed  by  the  Commission  witness  for  the  6 
months’  period  July  to  December  1949,  amounted  to  $27,- 
369,459.  This  compares  with  the  rate  base  developed  by 
the  Company  witness  in  the  amount  of  $27,713,039. 

The  contention  has  been  made  in  this  record  that  in  de¬ 
termining  rates  for  the  future,  the  rate  base  determined 
by  the  Commission  witness  should  be  reduced  by  about  $2,- 
500,000  on  two  grounds : 

First,  that  the  accruals  for  depreciation  and  retirements 
from  property  will  exceed  additions  to  property  to  such 
an  extent  that  the  maximum  amount  on  which  the  Company 
should  be  allowed  to  earn  a  return  should  be  set  at  $26,- 
000,000. 

There  is  no  support  for  such  a  determination  to  be  found 
in  the  record,  and  acquiescence  in  such  a  contention  could 
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be  based  only  upon  pure  speculation,  in  which  the  Com¬ 
mission  refuses  to  indulge. 

Second,  that  the  reserve  for  deperciation  shown  on  the 
Company’s  books  is  understated,  which  results  in  the  net 
book  value  of  the  property  being  correspondingly  over¬ 
stated,  on  the  basis  of  which  the  rate  base  should  be  reduced 
by  an  additional  $1,000,000.  Again  there  is  no  support  in 
the  record  for  such  a  finding.  The  Commission  hereby  reite¬ 
rates  its  position  that,  for  rate-making  purposes,  the  de¬ 
preciation  reserve  reflected  on  the  books  of  the  Company 
— which  reserve  has  been  accumulated  in  accordance  with 
regulations  prescribed  by  this  Commission — shall  be  con¬ 
sidered  as  the  proper  amount  to  be  deducted  in  the  develop¬ 
ment  of  a  rate  base,  depreciated. 

For  the  purpose  of  relating  subsequent  computations 
to  a  specific  rate  base,  the  Commission  witness  adopted  a 
rounded-out  figure  of  $27,500,000.  The  Commission  finds 
and  concludes  that  this  is  a  reasonable  rate  base  for  such 
purpose. 

Forecasts  of  Earnings — Present  Fares 

The  Company  witness  testied  to  the  effect  that,  on  the 
assumption  that  the  present  rates  of  fare  in  the  District 
of  Columbia  are  continued  without  change,  the  results  of 
operations  for  the  year  ending  February  28,  1951,  will  fur¬ 
nish  an  operating  income  from  all  operations  of  $84,853; 
and  of  $345, 30S  from  District  of  Columbia  operations  only 
(Exhibit  No.  3). 

The  witness  explained  at  length  the  considerations  which 
entered  into  the  development  of  this  forecast,  most  of 
which,  insofar  as  they  relate  to  District  operations,  are 
briefly  summarized  hereinbelow : 

The  passenger  revenue  figure  of  $24,187,381  was  de¬ 
veloped  by  first  apply  to  the  actual  revenues  for  the  12 
months  ended  January  31,  1950,  a  reduction  of  6.2  per  cent 
of  the  February  1949  revenues,  in  order  to  obtain  an  esti¬ 
mate  of  the  District  revenues  for  the  12  months  ended  Feb- 
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ruary  28,  1950.  To  this  adjusted  figure,  the  witness  next 
applied  an  estimated  normal  decrease  of  6.2  per  cent  which, 
in  his  opinion,  is  to  be  expected  during  the  year  ending 
February  28,  1951. 

In  determining  his  estimate  of  the  amount  of  operating 
expenses  to  be  incurred  during  the  year  ending  February 
28,  1951,  the  Company  witness  first  estimated  the  total 
bus  miles  and  street  car  miles  to  be  operated  during  this 
period.  Such  estimates  indicate  that,  in  the  opinion  of 
this  witness,  there  will  be  a  reduction  in  car  miles  of  972,- 
529,  plus  a  reduction  in  bus  miles  of  1,215,547,  or  a  total 
reduction  of  2,188,076  miles  as  compared  with  the  total 
vehicle  miles  operated  in  the  District  of  Columbia  in  the 
last  6  months  of  1949  multiplied  by  2. 

Next,  the  total  operating  expenses  for  the  year,  based 
upon  the  last  6  months  of  1949  times  2,  were  considered. 
The  figures  for  operations  over  regular  routes  in  the  Dis¬ 
trict  of  Columbia  were  $10,666,350  for  rail  operations  and 
$10,969,280  for  bus  operations,  or  a  total  of  $21,635,630. 

From  the  foregoing  expenses,  the  witness  deducted  $744,- 
142  by  reason  of  his  estimate  of  the  reduction  in  miles  of 
operation.  This  total  embraces  a  reduction  of  $350,305  in 
rail  operations  arrived  at  by  multiplying  the  estimated  sav¬ 
ing  of  972,529  miles  by  36.02  cents  per  mile;  plus  a  reduc¬ 
tion  of  $393,837  in  bus  operations  calculated  on  the  basis 
of  estimated  saving  of  1,215,547  miles  of  operation  at  32.40 
cents  per  mile. 

Further  adjustments  made  by  the  witness  were  caused 
by  estimated  manpower  layoff.  The  witness  estimated  that 
there  will  be  a  reduction  of  about  341  employees  from  the 
average  number  employed  in  the  last  6  months  of  1949  to 
April  1950.  The  above  figure  relates  to  employees  other 
than  operators.  Any  estimated  decrease  in  expenses  at¬ 
tributable  to  reduction  in  the  number  of  operators  has 
been  included  in  savings  to  be  derived  from  mileage  re¬ 
ductions  as  testified  to  by  the  witness.  The  reduction  in 
District  of  Columbia  costs  due  to  the  manpower  layoff  of 
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341  employees  other  than  operators,  the  Company  witness 
estimates,  will  amount  to  $576,992  in  rail  operations,  and 
$313,073  in  bus  operations,  or  a  total  of  $890,065. 

The  witness  testified  that  the  costs  related  to  injuries  and 
damages  have  substantially  increased.  He  estimated  that 
provisions  to  meet  such  costs  should  be  increased  to  4*4 
per  cent  of  operating  revenues,  and  that  as  a  result  the 
charges  attributable  to  District  operations  will  increase 
$191,766 — $108,731  for  rail  operations  and  $83,035  for  bus 
operations — and  he  has  adjusted  his  over-all  estimate  of 
operating  expenses  accordingly. 

After  making  the  above-described  adjustments  aggregat¬ 
ing  $1,442,441,  the  witness  for  the  Company  arrived  at  an 
estimate  of  $20,193,189  for  total  operating  expenses,  ex¬ 
clusive  of  taxes  and  depreciation,  for  the  year  ending  Feb¬ 
ruary  28,  1951. 

Taxes,  except  income  taxes,  as  developed  by  the  Company 
witness  for  the  purpose  of  estimating  the  income  for  the 
12  months  ending  February  28,  1951,  were  based  upon 
actual  taxes  for  the  last  6  months  of  1949,  with  appropriate 
adjustments  to  make  them  applicable  to  the  year  ending 
February  28,  1951.  In  the  distribution  of  taxes  other  than 
income  taxes  between  the  District  of  Columbia  regular 
route  operations  and  other  operations  of  the  Company, 
where  the  tax  was  not  a  direct  charge  to  the  jurisdiction 
or  operation  where  it  was  incurred,  the  allocation  was  made 
by  the  Company  witness  on  the  basis  of  average  cost  per 
vehicle  hour.  The  total  charged  to  District  of  Columbia 
operations  was  $1,278,163,  as  set  forth  on  Exhibit  No.  3. 

Income  taxes,  estimated  at  $478,311  for  District  of  Co¬ 
lumbia  operations,  were  calculated  as  those  which  would 
be  paid  upon  the  taxable  income  developed  in  the  estimate 
shown  on  Exhibit  No.  3. 

Depreciation  expense  was  estimated  by  the  Company  wit¬ 
ness,  based  upon  the  rates  prescribed  by  this  Commission, 
and  applied  to  depreciable  property.  From  the  total  of 
$2,338,000  thus  arrived  at,  there  was  excluded  an  amount 
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of  $114,298  as  being  allocable  to  depreciable  property- 
employed  in  Maryland  operations;  $11,878  was  charged  to 
express  line  operations;  and  $11,110  was  applied  to  char¬ 
tered  bus  operations,  leaving  $2,200,714  as  the  amount  of 
depreciation  applicable  to  depreciable  property  employed 
in  District  of  Columbia  operations. 

After  deducting  the  total  of  $24,150,377  as  the  aggregate 
of  operating  expenses,  taxes,  and  depreciation,  the  Company 
witness  arrived  at  his  estimate  of  operating  income  of  $345,- 
308  for  District  of  Columbia  operations  for  the  12  months 
ending  February  28,  1951,  with  present  rates  of  fare  re¬ 
maining  unchanged,  or  a  return  of  about  1.25  per  cent  on 
the  rate  base  developed  by  him  in  accordance  with  the 
Commission  formula. 

The  Commission  witness  also  testified  with  respect  to 
the  estimated  income  of  the  Company  for  a  12-months’ 
period,  assuming  no  change  in  the  present  fare  structure. 
For  this  purpose,  the  witness  used  the  12  months  ending 
May  31,  1951,  and  confined  his  estimate  to  the  District  of 
Columbia  operations  only. 

Commencing  with  the  results  of  operations  within  the 
District  of  Columbia  for  the  6  months  ended  December  31, 
1949,  converted  to  an  annual  basis,  which  have  been  dis¬ 
cussed  hereinbefore,  the  witness  estimated  passenger  reve¬ 
nues  of  $23,020,321  for  the  12  months  ending  May  31,  1951, 
a  reduction  in  passenger  revenues  of  $2,523,017.  The  de¬ 
velopment  of  this  estimate  of  $23,020,321  is  set  forth  in 
the  following  tabulation: 
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Estimated  Revenue  Under  Existing  Fare  Structure  of 
13c  Cash;  3  Tokens  for  35c;  $1.75  Pass  12  Months 
Ending  May  31,  1951. 

Estimate 

Adjusted  12  Mo.  Ending  May  31,  1951 

12  Mo.  Ended 
Feb.  28,  1950 

Passengers  Passengers  Eevenues 

Cash  Fares _  31,277,372  29,322,536  $  3,811,930 

Token  Fares _  108,802,286  102,002,143  11,900,250 

Weekly  Pass _  127,324,384  101,859,507 

Number  _  (5,019,358)  (4,015,486)  7,027,101 

Other  D.  C.  Fares  9,164,892  9,164,892  281,040 

Total  _  276,568,934  242,349,078  $23,020,321 

Assumptions : 

5%  decline  in  cash  and  token  fares. 

16%  annual  decline  in  pass  sales. 

No  change  in  cash-token  ratio  or  in  revenue  rides  per 
pass. 

Computations : 

Cash  Fares  _  31,277,372  x  93.75%  =  29,322,536 

Token  Fares _ 108,802,286  x  93.75%  =  102,002,143 

Weekly  Pass _ 

Passengers  _ 127,324,384  x  80.00%  =  101,859,507 

Number  _  5,019,358  x  80.00%  =  4,015,486 

In  further  explanation  of  the  foregoing  table,  the  wit¬ 
ness  stated  that  the  first  column,  pertaining  to  passengers 
carried  during  the  12  months  ended  February  28,  1951,  con¬ 
tains  adjustments  to  exclude  therefrom  69,931  passengers 
who  paid  cash  fares  and  234,117  passengers  who  paid  token 
fares,  in  order  to  eliminate  from  the  District  of  Columbia 
passengers  those  who  were  considered  by  the  witness  to  be 
users  of  the  service  to  the  Pentgon  Building. 

The  effect  of  using  the  12  months’  period  ending  May 
31,  1951,  is  to  reflect  the  estimated  change  over  a  12-month 
period  from  the  actual  results  experienced  during  the  year 
ended  February  28,  1950. 
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The  Commission  witness  estimated  that  operating  ex¬ 
penses,  taxes  and  depreciation  would  be  $1,829,583  less  dur¬ 
ing  the  12  months  ended  May  31,  1951,  than  were  reflected 
in  his  estimate  of  such  expenses  for  the  6  months  ended 
December  31,  1949,  times  2.  The  bases  used  for  the  esti¬ 
mated  reductions  are  set  forth  below: 

Net  decreases  in  Operating  Expenses: 

Based  on  reduction  in  miles  operated : 

972,529  car  miles  @  36.14c _  $  351,472 

1,215,547  bus  miles  @  32.06c . 389,704 

Estimated  effect  of  manpower  layoffs  890,065 

Increase  in  provision  for  injuries  and 
damages  _  (191,766) 

$1,439,475 


Increase  in  provision  for  depreciation _  $  (55,228) 


Approximate  effect  of  above  adjustments 
on  income  taxes: 

Decrease  in  Operating 

Revenues  _  $2,523,017 

Decrease  in  Operating 
Expenses  -  1,439,475 


Net  decrease  in  Taxable 
Income  _  $1,083,542 


Estimated  reduction  in 
taxes  _  41.1%  $  445,336 

Total  Adjustments  to  Operating  Revenue 
Deductions  _  $1,829,583 


The  effect  of  the  foregoing  estimates  are  reflected  in  the 
comparative  statement  shown  below  (Exhibit  No.  28) : 
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Estimate  of  Return  Earned  Based  on  Present  Fares  12 
Months  Ending  May  31,  1951,  D.  C.  Operations  Only 

6  Months 

July-Dee.  1949  Estimated 

on  Annual  12  Mo.  Ending 

Basis  Adjustments  May  31,  1951 

Operating  Revenues: 


Passenger  Revenues  . 

Station  &  Car  Privileges . 

Other  Operating  Revenues . 

$25,543,338 

217,789 

63,038 

$(2,523,017) 

$23,020,321 

217,789 

63,038 

Total  . 

$25,824,165 

$(2,523,017) 

$23,301,148 

Operating  Revenue  Deductions: 

Operating  Expenses  _ _ 

$21,015,333 

$(1,439,475) 

$19,575,858 

Depreciation  . 

General  Taxes  . 

2,152,312 

1,338,376 

55,228 

2,207,540 

1,338,376 

Income  Taxes  . 

618,528 

(445,336) 

173,192 

Total  . . . . . . 

$25,124,549 

$(1,829,583) 

$23,294,966 

Net  Operating  Income . 

$  699,616 

$  (693,434) 

$  6,182 

Rate  Base  . 

$27,369,459 

$  130,541 

$27,500,000 

.022% 

Rate  op  Return'  Eaened . 

2.556% 

If  effect  be  given  to  the  findings  of  the  Commission  with 
respect  to  operating  revenues  and  operating  revenue  deduc¬ 
tions  which  are  outlined  under  the  caption  “Results  of  Op¬ 
erations’7  the  rate  of  return  developed  by  the  Company 
witness  for  the  12  months  ended  February  28,  1951,  would 
be  increased  to  1.S8  per  cent,  and  the  net  operating  income 
of  $6,182  developed  by  the  Commission  witness  for  the  12 
months  ended  May  31, 1950,  would  be  converted  into  a  deficit 
of  $166,907. 

•  *•*••••*• 

Conclusion 

Based  upon  the  record  made  in  this  proceeding,  and  upon 
consideration  of  the  findings  and  conclusions  hereinbefore 
set  forth,  the  Commission  finds  and  concludes  that  the  earn¬ 
ings  of  the  Company  under  the  present  fare  structure  are, 
and  will  continue  to  be,  insufficient  to  maintain  it  in  a 
sound  financial  position,  and  that  an  upward  revision  of 
rates  of  fare  is  necessary. 

The  presentation  of  the  various  fare  structures  and  the 
testimony  relative  thereto,  point  up  the  difficulty  of  de- 
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termining  the  proper  rates  of  fare  to  be  authorized.  In 
the  opinion  of  the  Commission,  the  necessity  was  never 
greater  than  at  present  to  maintain  that  delicate  balance 
between  the  needs  of  the  Company  and  the  maintenance  of 
service  that  will  continue  to  be  attractive  to  its  patrons  at 
a  cost  which  is  not  prohibitive.  In  other  words,  the  Com¬ 
mission  must  guard  against  fixing  rates  which  would  tend 
to  “price  the  Company  out  of  business”. 

The  Commission  has  already  indicated  its  intention  to 
retain  the  weekly  pass  in  the  fare  structure.  In  connection 
with  this  determination,  the  Commission  is  of  the  opinion 
that  the  price  of  the  pass  should  not  be  so  high  as  to  dis¬ 
courage  its  continued  use.  This  objective  can  be  achieved 
only  by  preserving  the  present  relationship  of  the  price 
of  the  pass  to  the  token  fare. 

The  Commission  is  of  the  opinion  that  the  sale  of  tokens 
in  lots  of  3  should  be  continued.  The  record  shows  that  an 
increase  in  the  minimum  number  from  3  to  6  would  result  in 
a  substantial  shift  from  token  to  cash  fares,  thereby  plac¬ 
ing  a  disproportionate  burden  upon  a  substantial  segment 
of  present  users  of  tokens.  The  Commission  feels  that 
such  a  result  is  not  in  the  public  interest. 

To  summarize,  the  Commission  is  firmly  convinced  that, 
at  this  time,  the  existing  relationship  between  the  three 
principal  types  of  fare  should  be  maintained  in  order  to 
distribute  the  effect  of  a  fare  increase  equitably  among  the 
users  of  the  different  types  of  fare. 

The  Commission  concludes,  from  all  the  evidence  before 
it,  that  the  objectives  stated  above  can  best  be  realized 
through  the  authorization  of  the  following  fare  structure : 


Cash  fare  _  15  cents 

Token  fare _  3  for  40  cents 

School  ticket  _  3  cents 

Weekly  pass _ $2.00 


This  conclusion  is  amply  supported  by  the  record  and  the 
findings  heretofore  made  herein,  together  with  the  follow¬ 
ing  special  findings  of  fact: 
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1.  The  sale  of  tokens  in  lots  of  3  provides  a  distinct 
convenience  and  economy  to  the  class  of  patrons  who 
must  rely  upon  mass  transportation  and  who,  in  the 
aggregate,  constitute  the  Company’s  most  dependable 
source  of  revenue. 

2.  The  3  cents  school  ticket  fare  was  established  by 
Act  of  Congress  in  1933.  Since  that  time,  the  cost  of 
service,  and  other  fares,  have  increased  substantially. 
It  is,  therefore,  apparent  that  this  fare  does  not  com¬ 
pensate  the  Company  for  the  cost  of  service  rendered 
and  imposes  an  undue  burden  upon  other  users  of  the 
service. 

3.  The  weekly  pass  provides  a  convenient  and  ac¬ 
cepted  form  of  fare  and  its  use  tends  to  speed  up 
service. 

4.  In  spite  of  the  substantial  decrease  in  the  num¬ 
ber  of  passes  sold,  the  revenue  derived  from  the  sale 
of  the  weekly  pass  still  represents  more  than  one- 
third  of  total  District  of  Columbia  passenger  revenues. 

5.  The  fare  structure  herein  approved  provides  rates 
of  fare  for  the  different  classes  of  patrons.  It  pro¬ 
vides  a  reasonable  and  just  cash  fare  for  the  occasional 
rider;  an  economical  token  fare  for  the  regular  rider; 
and  a  convenient  and  just  pass  fare  for  the  volume 
rider. 

6.  Such  a  fare  structure,  based  upon  findings  and 
conclusions  hereinbefore  set  forth,  will,  as  nearly  as 
may  be  estimated,  provide  an  annual  return  of  $1,- 
771,000  or  6.4  per  cent  on  a  rate  base  of  $27,500,000. 

Further,  the  Commission  finds  and  concludes  that  the 
First  Revised  Sheet  No.  2  of  the  Company’s  existing  Dis¬ 
trict  of  Columbia  tariff,  filed  on  January  11,  1950,  is  not 
reasonable  and  just,  and  should,  therefore,  be  disapproved. 

Finally,  the  Commission  finds  and  concludes  that  the 
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rates  of  fare  herein  prescribed  by  this  Commission  are  rea¬ 
sonable,  just  and  nondiscriminatory,  and,  under  presently 
foreseeable  conditions,  will  provide  a  return  which  will 
preserve  the  financial  integrity  of  the  Company. 

Therefore, 

It  Is  Ordered  : 

Section  1.  That  First  Revised  Sheet  No.  2  of  Capital 
Transit  Company  existing  District  of  Columbia  tariff 
schedule,  filed  on  January  11, 1950,  be,  and  it  is  hereby,  dis¬ 
approved. 

Sectoin  2.  That  Capital  Transit  Company  be,  and  it  is 
hereby  authorized  to  charge  the  following  rates  of  fare  for 
transportation  of  passengers  within  the  District  of  Colum¬ 
bia  on  its  street  car  and  bus  lines  (except  on  bus  line  W-4 
as  presently  constituted) : 


Cash  fare  _  15  cents 

Token  fare  _  3  for  40  cents 

School  ticket _  3  cents 

Weekly  pass  _  $2.00 


The  use  of  the  weekly  pass  to  be  governed  by  regula¬ 
tions  now  in  effect,  except  that  the  weekly  pass  will 
not  be  valid  on  any  bus  line  upon  which  the  regular 
fare  is  more  than  15  cents. 

Section  3.  That  Order  No.  3422  be,  and  it  is  hereby,  va¬ 
cated. 

Section  4.  That  Capital  Transit  Company,  on  and  after 
the  effective  date  of  this  order,  shall  redeem  the  presently 
outstanding  tokens  at  its  office  and  at  other  convenient  lo¬ 
cations  to  be  established  by  the  Company,  at  the  rate  of  35 
cents  for  3  tokens;  or  shall,  for  a  period  of  30  days  after 
the  effective  date  of  this  order,  accept  such  tokens,  plus  2 
cents  cash  per  token,  for  transportation  within  the  District 
of  Columbia. 
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1.  The  sale  of  tokens  in  lots  of  3  provides  a  distinct 
convenience  and  economy  to  the  class  of  patrons  who 
must  rely  upon  mass  transportation  and  who,  in  the 
aggregate,  constitute  the  Company’s  most  dependable 
source  of  revenue. 

2.  The  3  cents  school  ticket  fare  was  established  by 
Act  of  Congress  in  1933.  Since  that  time,  the  cost  of 
service,  and  other  fares,  have  increased  substantially. 
It  is,  therefore,  apparent  that  this  fare  does  not  com¬ 
pensate  the  Company  for  the  cost  of  service  rendered 
and  imposes  an  undue  burden  upon  other  users  of  the 
service. 

3.  The  weekly  pass  provides  a  convenient  and  ac¬ 
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4.  In  spite  of  the  substantial  decrease  in  the  num¬ 
ber  of  passes  sold,  the  revenue  derived  from  the  sale 
of  the  weekly  pass  still  represents  more  than  one- 
third  of  total  District  of  Columbia  passenger  revenues. 

5.  The  fare  structure  herein  approved  provides  rates 
of  fare  for  the  different  classes  of  patrons.  It  pro¬ 
vides  a  reasonable  and  just  cash  fare  for  the  occasional 
rider ;  an  economical  token  fare  for  the  regular  rider ; 
and  a  convenient  and  just  pass  fare  for  the  volume 
rider. 
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may  be  estimated,  provide  an  annual  return  of  $1,- 
771,000  or  6.4  per  cent  on  a  rate  base  of  $27,500,000. 

Further,  the  Commission  finds  and  concludes  that  the 
First  Revised  Sheet  No.  2  of  the  Company’s  existing  Dis¬ 
trict  of  Columbia  tariff,  filed  on  January  11,  1950,  is  not 
reasonable  and  just,  and  should,  therefore,  be  disapproved. 

Finally,  the  Commission  finds  and  concludes  that  the 
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rates  of  fare  herein  prescribed  by  this  Commission  are  rea¬ 
sonable,  just  and  nondiscriminatory,  and,  under  presently 
foreseeable  conditions,  will  provide  a  return  which  will 
preserve  the  financial  integrity  of  the  Company. 

Therefore, 

It  Is  Ordered: 

Section  1.  That  First  Revised  Sheet  No.  2  of  Capital 
Transit  Company  existing  District  of  Columbia  tariff 
schedule,  filed  on  January  11, 1950,  be,  and  it  is  hereby,  dis¬ 
approved. 

Sectoin  2.  That  Capital  Transit  Company  be,  and  it  is 
hereby  authorized  to  charge  the  following  rates  of  fare  for 
transportation  of  passengers  within  the  District  of  Colum¬ 
bia  on  its  street  car  and  bus  lines  (except  on  bus  line  W-4 
as  presently  constituted) : 

Cash  fare _ 15  cents 

Token  fare _ 3  for  40  cents 

School  ticket _ 3  cents 

Weekly  pass _  $2.00 

The  use  of  the  weekly  pass  to  be  governed  by  regula¬ 
tions  now  in  effect,  except  that  the  weekly  pass  will 
not  be  valid  on  any  bus  line  upon  which  the  regular 
fare  is  more  than  15  cents. 

Section  3.  That  Order  No.  3422  be,  and  it  is  hereby,  va¬ 
cated. 

Section  4.  That  Capital  Transit  Company,  on  and  after 
the  effective  date  of  this  order,  shall  redeem  the  presently 
outstanding  tokens  at  its  office  and  at  other  convenient  lo¬ 
cations  to  be  established  by  the  Company,  at  the  rate  of  35 
cents  for  3  tokens;  or  shall,  for  a  period  of  30  days  after 
the  effective  date  of  this  order,  accept  such  tokens,  plus  2 
cents  cash  per  token,  for  transportation  within  the  District 
of  Columbia. 
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Section  5.  That  this  order  take  effect  on  and  after  5 :00 
a.  m.,  July  16, 1950. 

By  the  Commission: 

E.  J.  Milligan, 
Executive  Secretary. 

A  True  Copy  : 

N.  H.  Hetzel, 

Chief  Clerk. 

[Seal] 

Item  No.  34. 

ELECTRIC  utilities  and  licensees 
(Classes  A  and  B) 

Annual  Report 
of 

Potomac  Electric  Power  Company 
(Exact  legal  name  of  respondent) 

929  E  Street,  N.  W.,  Washington  4,  D.  C. 

(Address  of  principal  business  office  at  end  of  year) 

to  the 

Public  Utilities  Commission 
of  the 

District  of  Columbia 

Year  Ended  December  31,  1949 

Name,  title,  and  address  of  officer  or  other  person  to 
whom  should  be  addressed  any  communication  concerning 
this  report: 

H.  G.  Haydon,  Vice  President  and  Comptroller 
929  E  Street,  N.  W.,  Washington  4,  D.  C. 


Annual  raport  of 
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SALES  OF  ELECTRICITY  .  BY  COMMUNITIES  (eentinuad) 

4.  Provide  a  subheading  for  talaa  In  each  itato,  also  a  total  for  aach  stats  wherein  tala*  in  communities  of  lata  than  2300  pi 
ulation  are. reported  in  total. 

5.  The  totals  for  Accounts  600. 602,  603.  and  604  should  agree  with  tha  amounts  for  thoso  accounts  shown  in  Schadula  < 
titled  "Electric  Operating.  Revenues" 


1  P*‘8LIC  STREET  AND  HIGHWAY  J  OTHER  SALES  TO  PUBLIC 
LIGHTING  (Account  603)  .  AUTHORITIES  (Aect  600 


TOTAL 


1  .  1 

a — 

1 

i  Av.  No.  t  I 

Kilowatt* 

1  Am  No.  ‘ 
■o««L  o«H 

Operating 

• 

• 

Kilowatt* 

!  of  cutL  |Lincf 

hours  sold 

;  we«h< 

revenues 

1 

hours  told 

•  par  month  'No. f 

(1) 

•  (m)  i 

(n) 

• 

(o) 

'  (P)  I'  : 

950  071 
101  949 


31  265  202  !l  733  120  87*  257  928 
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Annual  report  of _ _ _ _ _ POTOMAC  ,593*5!  _ _ .....  Year  ended  December  31.  '9*?.. 


SALES  OF  ELECTRICITY  -  BY  COMMUNITIES  (continued) 


A.  Provide  a  subheading  for  aaloa  in  each  state.  alao  a  total  for  aach  state  wherein  aalaa  in  communities  of  leas  than  2500  pop¬ 
ulation  are. reported  in  total. 

i  The  totals  for  Accounts  600. 602.  603.  and  604  should  agree  with  the  amounts  for  thoso  accounts  shown  in  Schedule  en¬ 
titled  “Electric  Operating.  Rovpnues" 


PUBLIC  STREET  AND  HIGHWAY 
LIGHTING  (Account  603) 


OTHER  SALES  TO  PUBLIC 
AUTHORITIES  (Acct.  604) 


TOTAL 
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revenues 
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(P) 
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Annual  report  of _ JeOTQ^.JQgSTOtg.ggSB.  <&!?*%. _ Y«f  ended  Dwrto  31.  ttdW- 

SALES  TO  OTHER  ELECTRIC  UTILITIES  (Account  60S) 

1.  Report  sales  during  year  to  other  electric  utilities  and  to  1  the  appropriate  column  (a)  or  (f). 

cities  or  other  public  authorities  for  diatribution  to  ultimata  !  3.  Report  separately  firm,  dump,  and  ether  power  aold  to  t)«a 

consumer*.  J  aama  utility.  Oaaeribe  the  nature  of  any  aalee  classified  aa  Other 

2.  Provide  subheading*  and  daaaify  aalea  aa  to  (1)  Aaaociatad  <  Power,  column  (d). 

Utilities,  (2}  Nonaaaociated  Utilities.  (3)  Municipalities.  (4)  !  4.  If  a  fixed  number  of  kilowatt*  of  maximum  d amend  is 
R.  E.  A.  Cooperative*,  and  (5)  Other  Public  Authorities.  For  J  specified  in  the  power  contract  aa  a  basis  of  billing  to  the  eua- 
each  sale  designate  statistical  classifications  by  placing  an  *V*  •  tomsr  this  number  should  be  shown  in  column  (h). 

•n  the  appropriate  column  (b).  (e).  or  (d)  and  another  “x“  in  ■ 


in 
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Yeer  ended  D*c#mb*r  J1,  19.5?. 


SALES  TO  OTHER  ELECTRIC  UTILITIES  (Account  605)  -  Continued 

\  The  number  of  kilowatts  of  maximum  demand  to  be  shown  in  (  shown  by  the  billa  rendered  to  the  purchaaars. 

:  column  W  and  (j)  ahould  be  actual  baaed  on  monthly  readings  |  6.  Explain  any  amounta  entored  in  column  (p).  auch  aa  fuel  or  j 

:  and  ahould  be  fumishad  whother  or  not  uaed  in  the  determination  •  other  adjuatmenta. 

|  of  demand  t  barges.  Show  in  column  (It)  type  of  demand  reading  |  7.  If  a  contract  cosera  several  points  of  delivery  and  email  ; 

;  (instantaneous.  15.  30.  or  60  minutea  integrated).  J  amounta  of  electric  energy  are  delivered  at  each  point,  auch  sales  | 


5.  The  number  of  kilowatt-hours  sold  ahould  be  the  quantities  ■  may  be  grouped. 
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i  at 

J  which 
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Other 
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SALES  OF  ELECTRICITY  BY  RATE  SCHEDULES 


1.  Raport  below  for  esch  rate  schedule  in  effsct  during  the  year 
the  Kwh  of  electrify  sold,  revenue,  overage  number  of  cus¬ 
tomers,  average  Kwh  per  customer,  andeverage  revenue  perKwh. 

2.  Provide  a  subheading  and  total  for  each  prescribed  oper¬ 
ating  revenue  account  in  the  sequence  followed  in  Schedule  en¬ 
titled  “Electric  Operating  Revenues",  page  69.  if  the  sales  under 
any  rate  schedule  are  classified  in  more  than  one  revenue  account 
list  the  rate  schedule  end  sales  data  under  each  applicable 
revenue  account  eubhoading. 

3.  Where  the  same  customers  are  served  under  more  than  one 


rate  schedule  in  the  same  revenue  account  classification  (i 
as  a  general  residential  schedule  and  an  off  peak  water 
schedule),  the  entries  in  column  (d)  for  the  special 
should  denote  the  duplication  in  number  of  reported 

♦.  The  average  number  of  customers  should  be  the  number 
bills  rendered  during  the  year  divided  by  the  number  of  billies 
periods  during  the  year  (12  if  all  billings  are  made  monthly). 

5.  For  any  rate  schedule  having  a  fuel  adjustment  clause  stat 
In  a  footnote  the  estimated  additional  revenue  billed  pursuer 
thereto. 
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Schedules  -  R 
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388  744.31  [ 

8 

;4 

651  894  | 

1.04 

|  451  453  053 

4  549  569.80  J 

96 

i4 

702  636  | 

1.01 

jl  268  371  792 

19  941  464.83  | 

38  057 

• 

• 

• 

• 

32  642  ! 

1.57 

■Total 


59  676.06 
2  004.05 
40  564.10 
4  207.54 

106  451.75 


•Excludes  Sales  to  U«  S.  Natal  Posrder  Factory  under  a  special  oontrao£  as  follows} 


f  38 
f  39 
j  40 
I  41 

!  42 

I43 

44 


9  655  400  • 


146  025.82 


'258 
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SALES  TO  RAILROADS  AND  RAILWAYS,  INTERDEPARTMENTAL  SALES. 
AND  OTHER  SALES  (AooounU  606.  607.  608) 


1.  Report  particular*  concerning  sale*  included  in  Account*  606.  907.  and  60S. 

2.  for  Sale*  to  Railrqa<f*  end- Railways.  Account  606.  give  nun*  of  railroad  or  raBwey  (n  addition  to  other  required 
Information^  Tf  contract  cover*  tovoral  points  of  delivery  and  smell  amount*  of  »l«ctririty  are  delivered  at  each  point, 
each  ulus  may  be  grouped. 

5.  for  Interdepartmental  Sale*.  Account  607,  give  name  of  other  department  and  basi*  of  charge  to  other  dwjtitt- 
meet.  in  addition  to  other  required  information. 

4.  For  Other  Sale*.  Account  606.  give  description  of  eueh  tale*  in  addition  to  other  required  information. 

5.  Designate  associated  companies. 

6.  Provide  subheading  and  total  for  each  account. 


Point  of  delivery 


Kilowatt-hour*  i 


«) 


Revenue 


i  Railroad*  or  Railway* t 


|  District  of  Columbia  — 

!  Capital  Transit  Company 


;  •  .  ; 

Diatriot  of  Columbia  •  106  979  379  3.  108  415.04  ;  1.04  j 


[  State  of  Maryland  — 
i  Capital  Transit  Company 


Substations  near 
District  of  Columbia 
Lina 


3  972  124  j  41  006.77 
no  951  503  a  149  423.81 


RENT  FROM  ELECTRIC  PROPERTY  AND 
INTERDEPARTMENTAL  RENTS  (Account*  610.  611) 


1.  Rrport  particular* concerning  rents  received  Included  In  Account  610and  611. 

2.  Minor  rent*,  such  a*  rent*  from  pole  attachment*,  may  be  entered  at  the  total  amount  for  aach  daaa  of  euch  rente. 

3.  If  rente  are  included  which  were  arrived  at  under  an  arrangement  for  apportioning  expenses  of  a  joint  facility, 
whereby  the  amount  included  in  this  account  represents  profit  or  return  on  property,  depreciation,  and  taxes,  give 
particulars  and  the  basis  of  apportionment  of  euch  charges  to  Account  610  or  611. 

4.  Designs!*  if  lessee  is  an  associated  company. 

i  Provide  a  subheading  and  total  for  aach  account 


Name  of  Lessee  or  Department 


Description  of  property 


Cw  Eootrlc  Xnstltude  of  Nash. 

Space  in  Of  floe  Building 

The  Cbesapeaice  &  Potomac 

Telephone  Company 

Pole  attachments 

Braddcdc  Light  &  Power 

Company,  Incorporated* 

Fixed  charges  an  fxoilitle* 

Um  S.  War  Department 

Substation  equipment 

Da  C*  Water  Department 

Substation  equipment 

Department  of  Agriculture 

Substation  equipment 

Standard  Brands,  lac. 

Substation  equipment 

Qliverslty  of  Maryland 

Substation  equipment 

Minor  rents  —  8  lessees 

Pole  attachments,  eto. 

alssociated  Company 

5  700.00 

86  313.00 

17  662.79 
7  377.48 
5  255.76 
5  728.56 
825.00 
3  288.00 
607.22 

132  757.81 


Turoi-^i  xwlirtj  excludes  000  WUri  of  circulating  cuj-ront.  3/  Exoludet  3,901 , 000  fcwhr*  of  >'ira  Peak  Serrlce . 


OVERHEAD  DISTRIBUTION  SYSTEMS 

1.  Report  below  the  information  called  for  concerning  over*  J  4.  Designate  distribution  system*  leased  from  others.  Jointly 

head  distribution  system*  of  respondent  *!  end  of  year.  <  owned  with  others,  or  operated  otherwise  than  by  reason  of  sole 

2.  Urban  distribution  systems  should  be  reported  separately  \  ownorship  by  tho  respondent.  For  any  system  operated  under 
for  each  large  metropolitan  area  and  each  community  of  2,500  J  leas*,  give  name  of  lessor,  date  and  period  of  lease,  and  annual 
population  or  more  (not  part  of  a  large  metropolitan  area  required  >  rent.  For  any  system  operated  other  than  by  reason  of  solo 


to  be  reported  as  such).  Urban  systems  serving  communities  of 
loss  than  2.500  population  may  be  grouped  by  operating  divisions. 

3.  Rural  distribution  systems  may  be  reported  in  total  by 
operating  divisions.  In  a  footnote  give  the  definition  of  rural 
distribution  system  used  in  tho  preparation  of  this  schedule. 


)  ownership  or  lease,  give  name  of  co-Owner  or  other  party,  as* 
J  plain  basis  of  sharing  expenses  or  other  accounting  between  the 
■  parties,  and  stats  amounts  and  accounts  affected  in  respondent's 
;  books  of  account  Specify  in  each  css*  whether  lessor,  cxvowner. 
1  or  other  party  is  an  associated  company. 


i  ; 

MILES  OF  POLE  UNC 

MILES  OF  WIRE  OR  CABLE 

,  systwn  ■ 

00  ' 

Urban 

<b) 

Rural 

!  (O  • 

Total 

W 

Urban 

<•> 

!  Rural 

!  m  ; 

* 

District  of 
Columbia 

Maryland 


•Hot  available  , 

t 

Notes i  Rural  dl 
is  the 


Mileage 

sezrvi 


TOTAL. 


633.6  [ 

1  206.5  ! 


1  527.0 


2  628.8 


strl button  system  used  is!  the  preparation  of  this  Schedule 
distribution  system  sitv^ted  is  the  Rjtral  Rate  Zone. 

■  i  J  •  t 

of  wire  and  (sable  doe  a  oojt  indlude  street  lighting  for 

«  oondaotobsk  !  !  • 


1  840.1 


691 
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Annual  Report  of  Potomac  Electric  Power  Company 
Year  Ended  December  31,  1949 
Verification 

The  foregoing  report  must  be  verified  by  the  oath  of  the 
President  or  chief  officer  of  the  company.  The  oath  re¬ 
quired  may  be  taken  before  any  person  authorized  to  ad¬ 
minister  an  oath  by  the  laws  of  the  State  in  which  the  same 
is  taken. 

Oath 


State  of  Washington,  D.  C., 

County  of  . . . . ,  ss: 

(Insert  here  the  name  of  the  affiant)  A.  G.  Neal  makes 
oath  and  says  that  he  is  (Insert  here  the  official  title  of 
the  affiant)  President  of  (Insert  here  the  exact  legal  title 
or  name  of  the  respondent)  Potomac  Electric  Power  Com¬ 
pany  that  he  has  examined  the  foregoing  report;  that  to 
the  best  of  his  knowledge,  information,  and  belief,  all  state¬ 
ments  of  fact  contained  in  the  said  report  are  true  and  the 
said  report  is  a  correct  statement  of  the  business  and  af¬ 
fairs  of  the  above-named  respondent  in  respect  to  each  and 
every  matter  set  forth  therein  during  the  period  from  and 
including  January  1,  1949,  to  and  including  December  31, 
1949. 

(s)  A.  G.  Neal, 
(Signature  of  affiant) 

Subscribed  and  sworn  to  before  me,  a  Notary  Public  in 
and  for  the  District  of  Columbia  above  named,  this  30  day 
of  March  1950. 

My  commission  expires  January  14,  1952. 

(s)  Mabel  L.  Loftus, 
(Signature  of  officer  authorized 
to  administer  oaths) 
[L.  S.] 
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Item  No.  35. 

Filed  June  29,  1951 

PUBLIC  UTILITIES  COMMISSION.  OF  THE 
DISTRICT  OF  COLUMBIA 

July  22,  1944 

Findings  and  Opinion 
P.  U.  C.  No.  3362 
Formal  Case  No.  335 
P.  U.  C.  No.  3377 
Formal  Case  No.  338 

In  the  Matters  of 
Potomac  Electric  Power  Company 

Sliding-Scale  Arrangement  and  Investigation  of  Rates, 
Tolls,  Charges,  Rules,  Regulations,  and  Conditions  of 
Service 

NATURE  OF  PROCEEDING 

On  April  26, 1943,  by  its  Order  No.  2565,  this  Commission 
ordered  that  an  investigation  be  made  to  determine,  with 
respect  to  the  electric  service  furnished  by  Potomac  Elec¬ 
tric  Power  Company  (hereinafter  referred  to  as  “Pepco” 
or  “the  Company”): 

1.  Whether  the  sliding-scale  method  of  electric  rate  regu¬ 
lation  shall  be  abandoned. 

2.  Wrhether  the  sliding-scale  method  of  electric  rate  regu¬ 
lation  shall  be  continued  in  its  present  form  or  with  modifi¬ 
cations  of  the  basic  elements  of  the  existing  arrangement. 

3.  Without  limiting  the  scope  of  the  investigation,  what 
modifications,  if  any  shall  be  made  in  the  following  basic 
elements  of  the  present  sliding-scale  arrangement: 

(a)  The  rate  base. 

(b)  Rate  of  return. 

(c)  Depreciation  accruals. 

(d)  Method  of  effecting  rate  reductions. 
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On  January  5,  1944,  by  its  Order  No.  2703,  this  Commis¬ 
sion  ordered  that  an  investigation  be  made  relative  to  rates, 
tolls,  charges,  rules,  regulations,  and  conditions  of  service 
of  Pepco,  pursuant  to  the  provisions  of  the  sliding-scale 
arrangement  as  now  constituted  or  as  it  may  be  modified 
as  a  result  of  the  investigation  authorized  by  Order  No. 
2565. 

On  January  26, 1944,  the  Commission  issued  its  Notice  of 
Hearing  in  which  it  stated  that  the  matters  set  forth  in 
Orders  Nos.  2565  and  2703  would  be  consolidated  and  set 
do%vn  for  formal  public  hearing  to  be  held  on  February 
28,  1944. 

The  United  States  of  America,  through  two  of  its 
agencies,  namely,  the  Treasury  Department,  by  its  Director 
of  Procurement,  and  the  Public  Buildings  Administration 
of  the  Federal  Works  Agency,  and  the  Federation  of  Citi¬ 
zens’  Associations,  through  its  Public  Utility  Committee, 
were  permitted  to  intervene. 

Formal  public  hearings  were  held  on  33  days  in  the  pe¬ 
riod  from  February  28,  1944,  to  May  9,  1944,  inclusive. 
Briefs  were  filed  by  the  various  parties  on  May  31,  1944. 

THE  SLJDIN  G- SC  ALE  ARRANGEMENT 

A.  Authority  for  a  Sliding -Scale  Arrangement 

The  Commission  is  authorized  to  adopt  the  sliding-scale 
method  of  rate  determination  by  the  provisions  of  Para¬ 
graph  18  of  the  Act  of  March  4,  1913  creating  the  Public 
Utilities  Commission.  The  provisions  of  this  paragraph 
are  given  below : 

“Par.  18.  That  nothing  in  this  section  shall  be  taken 
to  prohibit  a  public  utility,  with  the  consent  of  the  commis¬ 
sion,  from  providing  a  sliding  scale  of  rates  and  dividends 
according  to  what  is  commonly  known  as  the  Boston  slid¬ 
ing  scale,  or  other  financial  device  that  may  be  practicable 
and  advantageous  to  the  parties  interested.  No  such  ar¬ 
rangement  or  device  shall  be  lawful  until  it  shall  be  found 
by  the  commission,  after  investigation,  to  be  reasonable 
and  just  and  not  inconsistent  with  the  purposes  of  this 
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section.  Such  arrangement  shall  be  under  the  supervision 
and  regulation  of  the  commission.  The  commission  shall 
ascertain,  determine,  and  order  such  rates,  charges,  and 
regulations,  and  the  duration  thereof,  as  may  be  necessary 
to  give  effect  to  such  arrangement,  but  the  right  and  power 
to  make  such  other  and  further  changes  in  rates,  charges, 
and  regulations  as  the  commission  may  ascertain  and  de¬ 
termine  to  be  necessary  and  reasonable,  and  the  right  to 
alter  or  amend  all  orders  relative  thereto,  is  reserved  and 
vested  in  the  commission  notwithstanding  any  such  ar¬ 
rangement  and  mutual  agreement.” 

B.  Adoption  of  the  Arrangement 

On  May  2,  1917,  this  Commission  had  issued  its  Order 
No.  208,  in  which  it  found  the  fair  value  of  the  property  of 
Pepco  used  and  useful  for  the  convenience  of  the  public 
within  the  District  of  Columbia  as  of  December  31,  1916. 

Following  this  finding,  the  Commission,  on  July  13,  1917, 
issued  its  Order  No.  223,  in  which  it  established  rates  for 
service  predicated  upon  a  rate  of  return  of  7%  upon  the 
fair  value  of  the  property  of  Pepco  established  by  Order 
No.  208.  Pepco  did  not  accept  the  determinations  made 
by  the  Commission,  and  protracted  litigation  followed. 

On  December  31,  1924,  71/>  years  after  the  determination 
made  by  the  Commission  of  the  fair  value  of  the  property 
of  Pepco  and  the  rates  to  be  charged  for  service,  the  Su¬ 
preme  Court  of  the  District  of  Columbia  (now  the  United 
States  District  Court  for  the  District  of  Columbia)  issued 
a  decree  (commonly  known  as  the  “consent  decree”)  which 
terminated  the  litigation  involving  these  matters. 

The  aforementioned  consent  decree  recited  that  on  De¬ 
cember  20,  1924,  counsel  announced  that  the  parties  were 
able  to  reach  an  agreement  settling  all  matters  in  contro¬ 
versy,  bringing  the  valuation  of  Pepco ’s  property  down  to 
that  time,  and  also  establishing  a  sliding  scale  as  a  basis 
upon  which  rates  should  be  made  in  the  future. 

After  reviewing  the  provisions  of  the  sliding-scale  ar¬ 
rangement  and  other  matters  pertinent  to  the  proceedings, 
the  Court  ordered  that  on  or  before  January  2, 1925,  Pepco 
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file  new  schedules  and  rates  to  be  charged  the  public  for 
electric  service  furnished  within  the  District  of  Columbia, 
which  rates  should  continue  to  be  the  lawful  rates  until 
modified  or  set  aside  by  future  orders  of  this  Commission, 
pursuant  to  law  and  in  accordance  with  the  agreement 
heretofore  mentioned. 

Thus  was  the  sliding-scale  arrangement  promulgated. 

C.  Basic  Elements  of  the  Arrangement 

The  basic  elements  of  the  arrangement  as  contained  in 
the  aforementioned  consent  decree,  insofar  as  they  per¬ 
tain  to  the  establishment  of  rates  for  electric  service,  may 
be  summarized  as  follows: 

1.  The  Commission  was  to  determine  the  fair  value  of 
property  used  and  useful  as  of  January  1,  1925,  including 
Maryland  property,  at  $32,500,000. 

2.  The  depreciation  reserve  as  of  December  31,  1924,  was 
set  at  approximately  $4,000,000  with  the  provision  that 
interest  on  the  reserve  be  accrued  on  a  4%  basis  as  an  ac¬ 
cretion  to  the  reserve,  thus  lessening  the  amount  of  depre¬ 
ciation  to  be  included  as  an  expense  of  operation.  A  for¬ 
mula  was  established  for  the  calculation  of  rates  of  de¬ 
preciation  under  which,  when  the  depreciation  reserve  is 
below  15%  of  the  rate  base,  the  rate  of  depreciation  to  be 
used  is  2.3% ;  as  the  depreciation  reserve  approaches  20% 
of  the  rate  base,  the  rate  of  depreciation  is  reduced  by  2% 
for  each  increase  of  1%  in  the  ratio  until  a  20%  ratio  is 
reached;  and  there  after  the  accretions  to  depreciation  re¬ 
serve  are  to  be  such  as  not  to  create  a  reserve  in  excess  of 
20%  of  the  rate  base. 

3.  Rates  for  1925  were  to  be  based  upon  a  return  of  7 %% 
on  the  fair  value  of  $32,500,000,  plus  estimated  cost  of  ad¬ 
ditions  undepreciated  and  weighted. 

4.  Provision  was  made  for  reduction  of  rates  in  the 
event  the  return  was  in  excess  of  the  basic  rate  of  return, 
in  the  following  terms: 

“If  the  rates  hereafter  yield  more  than  a  7%%  return  on 
$32,500,000,  plus  actual  cost  of  future  additions  undepre¬ 
ciated  but  weighted  during  a  period  of  any  one  year,  one- 
half  of  said  excess  shall  be  used  in  a  reduction  of  rates  to 
be  charged  the  public  for  electric  service  thereafter,  thereby 


l 
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providing  a  sliding  scale  of  rates  under  the  provisions  of 
Paragraph  18  of  the  Act  creating  the  Public  Utilities  Com¬ 
mission,  advantageous  to  the  public  and  the  Company  alike ; 
that  is  to  say,  by  way  of  example,  if  the  return  for  any  one 
year  should  amount  to  $100,000  over  and  above  71/2%  on  the 
base  ascertained  as  aforesaid,  then  the  rates  for  the  suc¬ 
ceeding  year  to  be  charged  the  public  shall  be  automatically 
reduced  by  the  tiling  of  new  rate  schedules  to  absorb  $50,000 
of  such  excess  during  such  year.” 

5.  Provision  was  made  for  increase  of  rates  in  the  event 
the  return  fell  below  the  basic  rate  of  return,  in  the  follow¬ 
ing  terms : 

“If  the  average  return  for  any  consecutive  5-year  period 
falls  below  71/2%  on  the  base  ascertained  as  aforesaid,  or  if 
the  average  rate  for  any  consecutive  3-year  period  falls 
below  7%  on  the  base  ascertained  as  aforesaid,  or  if  the 
return  for  any  consecutive  12-month  period  falls  below 
6M>%  on  the  base  ascertained  as  aforesaid,  the  Commis¬ 
sion  shall  promptly  increase  rates  so  as  to  yield  IV^o  on 
the  base  ascertained  as  aforesaid.” 

The  basic  rate  of  return  has  been  modified  from  time  to 
time,  after  due  notice  of  investigation  and  hearing.  The 
basic  rate  of  7*4%  prevailed  from  January  1,  1925  to  June 
8, 1931,  at  which  date  it  was  reduced  to  7%.  In  1935  it  was 
further  reduced  to  6%’%,  which  rate  prevailed  until  1937, 
when  it  was  reduced  to  the  present  rate  of  6%. 

Reductions  in  the  basic  rate  of  return  have,  of  course, 
necessitated  modifications  in  the  formula  governing  rate 
decreases  or  rate  increases  under  the  arrangement.  The 
provisions  governing  such  matters  presently  in  effect  are 
quoted  below : 

“If  the  rates  hereafter  yield  more  than  6%  in  any  cal¬ 
endar  year  (hereinafter  referred  to  as  the  test  year),  on 
the  rate  base  for  that  year  the  excess  over  and  above  the 
said  6%  shall  be  used  in  a  reduction  of  rates  to  be  charged 
the  public  for  electric  service,  beginning  March  1  of  the 
following  year,  as  follows : 

“If  the  amount  earned  is  more  than  6%  and  not  more 
than  71/4%  of  the  rate  base,  rates  for  the  12  months  follow'- 
ing  March  1  based  on  the  business  done  during  the  test  year 
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shall  be  so  adjusted  (by  use  of  the  formula  stated  below) 
that  the  gross  receipts  of  the  Company  during  the  year  next 
following  the  test  year  shall  be  reduced  by  50%  of  such 
excess;  if  the  amount  of  return  is  in  excess  of  71/4%  and 
not  more  than  8%,  an  additional  amount  of  60%  of  the  said 
excess  over  71/4 %  shall  be  used  for  the  reduction  of  rates;  if 
the  amount  earned  is  in  excess  of  8%,  a  further  additional 
amount  of  75%  of  the  excess  over  8%  shall  be  used  in  like 
manner  for  the  reduction  of  rates. 

“Formula  for  rate  reduction:  From  the  portion  of  the 
excess  which  is  available  for  rate  reduction  shall  be  de¬ 
ducted  the  difference  in  the  revenue  from  the  kwh  sold  in 
January  and  February  of  the  test  year  at  the  rates  in  effect 
during  those  months  and  the  same  kwh  at  the  rates  in  effect 
during  the  balance  of  the  test  year.  The  resulting  amount 
will  be  absorbed  by  new  rate  schedules  so  devised  as  to 
effect  a  reduction  in  gross  income  of  that  amount  from 
March  1  to  December  31  of  the  year  following  the  test  year, 
based  upon  the  test  year  kwh  March  1  to  December  31. 

“If  the  rate  of  return  for  any  2  consecutive  years  falls 
below  5%%  of  the  rate  base  for  each  of  2  said  years,  or  if 
the  rate  of  return  for  any  consecutive  12-month  period 
falls  below  5 %'%  of  the  rate  base  for  the  same  period,  the 
Commission  shall  promptly  increase  rates,  in  a  manner 
similar  to  that  prescribed  above  for  a  reduction  of  rates,  so 
as  to  yield  as  nearly  as  may  be  6%  upon  the  rate  base  as  of 
the  date  of  the  order  effecting  such  changes  in  rates.” 

D.  History  of  Operations  under  the  Arrangement 
1.  Rate  Reductions 

During  the  year  1924,  the  rates  for  residential  service 
charged  by  Pepco  were  well  above  the  national  average.1 
For  example,  the  cost  of  100  kwh  consumption  for  resi¬ 
dential  service  in  the  District  of  Columbia  was  $9.24  in 
1924,  as  compared  with  an  average  cost  of  $6.18  for  com¬ 
parable  consumption  in  150  cities  having  a  population  of 
50,000  or  more.  The  consent  decree  previously  referred  to 
contained  a  provision  for  the  distribution  of  the  funds 
which  had  been  impounded  under  the  terms  of  a  previous 
court  order,  which  funds  represented  the  difference  be- 
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tween  the  rates  actually  collected  and  those  which  were 
prescribed  by  Commission  Order  No.  223,  dated  July  13, 
1917.  As  a  result  of  this  provision,  $2,944,222.77  was  re¬ 
fundable  to  ratepayers  who  contributed  to  these  impounded 
funds  through  the  rates  paid  by  them  between  August  1, 
1917  and  December  31,  1924. 

As  a  result  of  the  new  rate  schedules  ordered  into  effect 
as  of  January  1,  1925,  the  difference  between  the  cost  of 
Pepco’s  service  and  the  national  average  cost  was  substan¬ 
tially  reduced.  However,  the  cost  for  100  kwh  consump¬ 
tion  for  residential  service  in  the  District  of  Columbia  in 
the  year  1925  was  $7.02,  while  the  average  cost  for  150 
cities  having  a  population  of  50,000  or  more  was  $6.00. 

Annual  rate  reductions  followed  the  promulgation  of  the 
sliding-scale  arrangement.  As  a  result  thereof,  Pepco’s 
rates  immediately  assumed  a  more  favorable  comparable 
aspect.  Again  using  100  kwh  consumption  for  compara¬ 
tive  purposes,  the  cost  of  such  residential  service  in  the 
District  of  Columbia  fell  below  the  national  average  cost 
during  the  year  1930  and  remained  consistently  and  pro¬ 
gressively  lower  in  each  of  the  succeeding  years.  For  the 
year  1942,  the  cost  for  100  kwh  consumption  for  residential 
service  in  the  District  of  Columbia  was  $2.56,  as  compared 
with  an  average  cost  of  $3.80  for  all  cities  having  a  popu¬ 
lation  of  50,000  or  more. 

The  aggregate  rate  reductions  put  into  effect  during  the 
years  1926  to  1943,  inclusive,  on  a  non-cumulative  basis,  are 
reflected  in  the  following  tabulation : 


1926  _ $  352,164 

1927  _  430,829 

1928  _  337,895 

1929  _  624,062 

1930  _ _ _ _ _  660,035 

1931  _  830,463 

1932  _  861,023 

1933  _  563,335 

1934  _ _ 379,841 

1935  _  148,921 

1936  _  310,755  '£ 
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1937  _  504,682 

1938  _  770,080 

1939  _  393,986 

1940  _  575,297 

1941  _  338,324 

1942  _  _ 

1943  _  311,784 


$8,393,476 

2.  Return  to  Pepco 

While  under  the  provisions  of  the  sliding-scale  arrange¬ 
ment  the  basic  rate  of  return  originally  approved  was  7^4%, 
this  basic  rate  of  return  was  subsequently  reduced  as  shown 
below : 

1931  to  7%' 

1935  to  6V2% 

1937  to  6% 

It  is  significant  to  note  that  with  the  passage  of  the  years 
the  actual  return  earned  by  Pepco  more  closely  approxi¬ 
mated  the  basic  rate  of  return  established.  Thus,  during 
the  years  1925  to  1930,  inclusive,  when  the  basic  rate  of 
return  allowed  was  7 M>%,  the  average  rate  of  return  actu¬ 
ally  earned  over  this  period  was  10.03%  per  annum;  dur¬ 
ing  the  years  1931  to  1934,  inclusive,  during  which  period 
the  basic  rate  of  return  allowed  was  7%,  the  actual  average 
rate  of  return  was  8.46% ;  during  the  2  years  1935  and 
1936,  when  the  basic  rate  of  return  was  6V2%,  the  actual 
return  was  7.42%  and  7.91%  for  each  of  these  respective 
years.  From  1937  to  1942,  inclusive,  during  which  period 
the  basic  rate  of  return  established  was  6%,  the  actual 
return  earned  ranged  from  7.95%,  down  to  5.99%  or  an 
average  of  6.91%.  To  summarize,  the  difference  between 
the  highest  basic  rate  of  return  and  the  average  return 
during  the  period  in  which  it  was  effective  was  slightly 
more  than  21/4%,  whereas  during  the  period  when  the  6% 
basic  rate  of  return  was  effective,  the  actual  return,  on 
the  average,  was  but  .91  of  1%  in  excess  thereof. 

The  sliding-scale  arrangement,  as  previously  explained, 
provides  that  Pepco  shall  retain  all  earnings,  but  a  portion 
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of  the  excess  of  such  earnings  over  the  basic  rate  of  return 
allowed  is  used  as  the  measure  of  rate  reductions  in  ensu¬ 
ing  years.  The  record  of  the  earnings  available  for  rate 
adjustments,  with  pertinent  rates  of  return;  the  amount 
allowable  as  return  before  calculating  such  rate  adjust¬ 
ments  ;  and  the  amount  of  earnings  in  excess  of  those  deter¬ 
mined  at  the  basic  rate  of  return  are  reflected  in  the  fol¬ 
lowing  tabulation : 


Actual 

Basic 

Return 

Net  Amount 

Rate 

Rate 

Calculated 

Available 

of 

of 

At  Basic 

Excess 

Year 

For  Return 

Return 

Return 

Rate 

Earnings 

1925  . 

$  3,223,391.13 

9.59% 

7.50% 

$  2,520,614.21 

$  702,776.92 

1926  . 

.  3,510,466.94 

9.72% 

7.50% 

2,709,879.26 

800,587.68 

1927  . 

.  3,750,996.S5 

9.22% 

7.50% 

3,052,496.39 

698,500.46 

1928  . 

.  4,512,974.66 

10.28% 

7.50% 

3,291,984.17 

1,220,990.49 

1929  . 

.  4,958,654.63 

10.34% 

7.50% 

3,597,817.34 

1,360,837.29 

1930  . 

.  5,286,591.86 

10.71% 

7.50% 

3,702,967.81 

1,583,624.05 

1931  . 

.....  5,268,275.60 

9.56% 

7.00% 

3,858,793.40 

1,409,482.20 

1932  . 

. .  5,170,304.13 

8.80% 

7.00% 

4,110,962.22 

1,059,341.91 

1933  . 

.  5,080,999.27 

8.23% 

7.00% 

4,323,161.37 

757,837.90 

1934  . 

. .  4,920,123.90 

7.45% 

7.00% 

4,625,122.75 

295,001.15 

1935  . 

.  5,002,212.66 

7.42% 

6.50% 

4,381,490.99 

620,721.67 

1936  . 

.  5,545,009.41 

7.91% 

6.50% 

4,558,856.88 

986,152.53 

1937  . 

.  5,864,029.02 

7.95% 

6.00% 

4,427,570.50 

1,436,458.52 

1938  . 

.  5,420,107.07 

7.02% 

6.00% 

4,631,936.35 

788,170.72 

1939  . 

.  5,985,565.31 

7.39% 

6.00% 

4,858,485.52 

1,127,079.79 

1940  . 

.  5,772,730.71 

6.79% 

6.00% 

5,098,722.08 

674,008.63 

1941  . 

.  5,692,076.06 

5.99% 

6.00% 

5,704,082.07 

(12,006.01) 

1942  . 

. .  6,630,073.44 

6.62% 

6.00% 

6,009,253.85 

620,819.59 

$91,594,582.65 

$75,464,197.16 

$16,130,385.49 

As  has  been  pointed  out,  the  rate  reductions  put  into 
effect  in  each  year  succeeding  that  in  which  there  were 
excess  earnings  aggregated  $8,393,476.  The  record  shows 
that,  as  each  year’s  reduction  has  been  continued  in  effect 
throughout  the  ensuing  years,  the  cumulative  savings  to 
the  ratepayers  (without  giving  consideration  to  additional 
savings  applicable  to  increased  consumption  in  each  of  the 
18  years)  have  amounted  to  more  than  $86,000,000. 

The  favorable  earnings  record  portrayed  above  has  en¬ 
abled  Pepco  to  establish  and  maintain  an  enviable  credit 
standing  and  to  purchase  modern  equipment  which  resulted 
in  greater  efficiency  and  a  lowering  of  unit  cost.  It  further 
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permitted  the  financing  of  plant  additions,  betterments,  and 
extensions  to  a  substantial  degree  from  earnings  retained 
in  the  business.  In  addition,  Pepco  has  been  in  a  position 
to  declare  and  pay  very  substantial  dividends  on  its  com¬ 
mon  stock.  The  common-stock  equity  (weighted)  for  each 
year;  the  income  available  for  common  stock;  and  the 
common-stock  dividends,  together  with  pertinent  percent¬ 
ages  as  to  earnings  and  dividends  on  common-stock  equity, 
are  reflected  in  the  following  tabulation: 


%  of  %  of 
Earn-  Divs. 


Common- 

Income 

ings  on 

on 

Stock 

Available 

Common- 

Com.- 

Com.- 

Equity 

for  Common 

Stock 

Stock 

Stock 

Year 

(Weighted) 

Stock 

Dividends 

Equity 

Equity 

1925  . 

. $  8,126,886.45 

$  2,598,289.50 

$  840,000.00 

31.97 

10.34 

1926  . 

.  10,042,743.09 

2,799,940.62 

960,000.00 

27.88 

9.56 

1927  . 

11,955,192.05 

2,980,336.59 

1,080,000.00 

24.93 

9.03 

192S  . 

.  13,967,351.40 

3,506,743.91 

1,200,000.00 

25.11 

8.59 

1929  . 

.  16,482,101.06 

3,899,687.56 

1,320,000.00 

23.66 

8.01 

1930  . 

.  19,810,829.98 

4,372,013.70 

1,440,000.00 

22.07 

7.27 

1931  . 

.  23,344,058.65 

4,202,255.29 

1,560,000.00 

18.00 

6.68 

1932  . 

.  25,951,080.26 

4,100,602.51 

1,680,000.00 

15.80 

6.47 

1933  . 

.  28,375,603.29 

3,996,359.64 

1,800,000.00 

14.08 

6.34 

1934  . 

30,557,743.97 

3,637,784.07 

2,280,000.00 

11.90 

7.46 

1935  . 

.  31,900,139.28 

3,630,460.99 

2,550,000.00 

11.38 

7.99 

1936  . 

.  33,235,529.37 

4,093,619.98 

3,600,000.00 

12.32 

10.83 

1937  . 

.  33,943,624.84 

4,508,267.78 

3,900,000.00 

13.28 

11.49 

1938  . 

.  34,520,977.37 

3,710,454.28 

3,900,000.00 

10.75 

11.30 

1939  . 

.  34,334,538.55 

3,851,566.32 

3,900,000.00 

11.22 

11.36 

1940  . 

.  34,288,544.67 

3,575,306.01 

3,540,000.00 

10.43 

10.32 

1941  . 

.  34,369,830.96 

3,560,007.46 

3,540,000.00 

10.36 

10.30 

1942  . 

.  35,914,645.60 

3,551,074.81 

3,105,000.00 

9.89 

8.65 

$66,574,771.02 

$42,195,000.00 

14.44 

9.15 

E.  Conclusions  as  to  Sliding -Scale  Method  of  Rate 

Determination 


As  previously  stated,  the  present  proceedings  involve, 
inter  alia,  the  determination  whether  (1)  the  sliding-scale 
method  of  rate  regulation  shall  be  abandoned  or  (2)  the 
sliding-scale  method  of  rate  regulation  shall  be  continued 
in  its  present  form  or  with  modification  of  the  basic  ele¬ 
ments  of  the  existing  arrangement. 

The  United  States  intervened  in  the  proceedings  through 
two  separate  agencies,  each  of  which  took  contrary  posi¬ 
tions  upon  the  question  of  the  retention  or  the  abandon¬ 
ment  of  the  sliding-scale  method  of  rate  regulation. 
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Counsel  for  the  Procurement  Division  of  the  Treasury- 
Department,  throughout  the  hearings  and  in  their  brief 
filed  on  June  7,  1944,  have  not  urged  the  abandonment  of 
the  sliding-scale  method  of  rate  determination,  but  have 
argued  that  substantial  modifications  of  the  arrangement 
as  presently  constituted  are  necessary.  They  offered  evi¬ 
dence  in  support  of  their  proposed  modifications,  which 
will  be  discussed  hereinafter. 

On  the  other  hand,  counsel  for  the  Public  Buildings  Ad¬ 
ministration  alleged  in  their  petition  of  intervention  that 
the  sliding-scale  plan  should  be  abandoned,  on  the  ground 
that  the  plan  is  not  in  the  public  interest  and  results  in  a 
serious  injustice  to  the  consumers  of  electric  energy;  that 
it  is  based  upon  a  wholly  unrealistic  valuation  basis,  com¬ 
plemented  by  an  unsound  depreciation  policy,  and  results 
in  an  excessive  return  to  the  Company. 

Counsel  for  this  agency  did  not  call  a  witness  to  substan¬ 
tiate  any  of  the  allegations  made.  The  only  witness  called 
by  them  was  in  support  of  a  prudent-investment  rate  base. 
That  witness  approved  the  sliding-scale  principle  in  the 
method  of  annual  rate  adjustments,  the  accounting  method 
of  determining  rate  base,  and,  contrary  to  the  alle¬ 
gation  that  the  depreciation  allowance  under  the  sliding- 
scale  plan  is  excessive,  testified  that  the  Company  had  not 
been  permitted  under  the  sliding-scale  plan  to  accrue  suffi¬ 
cient  annual  depreciation  charges  or  to  accrue  an  adequate 
depreciation  reserve. 

Counsel  for  the  Federation  of  Citizens’  Associations  of 
the  District  of  Columbia  strongly  recommended  that  the 
sliding-scale  principle  be  retained,  with  such  modifications 
as,  in  the  opinion  of  this  Commission,  appear  to  be  nec¬ 
essary. 

Counsel  for  Pepco  have  consistently  stated  that  the  Com¬ 
pany  is  willing  to  abide  by  the  sliding-scale  arrangement 
as  presently  constituted  and  have  clearly  indicated  that  if 
any  of  the  provisions  of  the  present  sliding-scale  plan  are 
modified  by  this  Commission  in  such  a  way  as  to  make  the 
plan  unacceptable  to  Pepco,  the  Company  may  withdraw 
from  the  plan,  since,  in  its  opinion,  it  would  no  longer  be 


1277 


a  “plan  provided  by  the  utility”  or  an  arrangement  evi¬ 
dencing  a  “mutual  agreement”  between  the  Company  and 
this  Commission,  which,  in  the  opinion  of  counsel  for  Pepco, 
are  the  statutory  prerequisites  to  a  sliding-scale  plan. 

After  a  careful  review  of  the  record  and  upon  serious 
consideration  of  all  the  factors  involved  in  respect  of  the 
question  whether  the  sliding-scale  method  of  rate  deter¬ 
mination  should  be  abandoned  or  modified,  this  Commis¬ 
sion  has  arrived  at  the  following  conclusions : 

1.  The  sliding-scale  principle  of  electric  rate  determina¬ 
tion  is  advantageous  to  the  public  and  to  the  utility,  and  it 
should  be  preserved. 

2.  The  sliding-scale  arrangement  as  presently  consti¬ 
tuted,  in  the  light  of  existing  conditions,  requires  substan¬ 
tial  modification. 

In  subsequent  portions  of  these  findings,  the  modifica¬ 
tions  deemed  by  the  Commission  to  be  necessary  in  the 
public  interest  will  be  discussed  in  detail. 

The  principal  reasons  which  prompt  this  Commission  to 
consider  it  desirable  to  retain  the  sliding-scale  principle  of 
rate  determination  with  respect  to  the  operations  of  Pepco 
are  as  follows : 

1.  The  detailed  annual  inspection  of  the  accounts  of  the 
utility  required  by  this  method  is  conducive  to  meticulous 
care  in  accounting  practices  of  the  Company  and  to  a  con¬ 
tinued  intimate  knowledge  by  the  Commission  of  the  opera¬ 
tions  of  the  utility. 

2.  The  rate  base  is  under  constant  supervision  and  is 
kept  current  through  the  need  for  a  basis  for  annual  re- 
determination  of  rates. 

3.  The  annual  determination  of  rates  through  the  appli¬ 
cation  of  a  formula  which  is  subject  to  review  in  the  light 
of  changing  conditions  is  economical,  expeditious,  and  far 
superior  to  the  practice  of  determining  rates  at  infrequent 
periods,  the  need  for  which  must  become  apparent  only 
after  extensive  investigations,  or  on  complaints  from  rate¬ 
payers. 

4.  The  incentive  provision  inherent  in  the  use  of  a  basic 
rate  of  return  enables  the  utility  to  enjoy  limited  profits 
in  excess  of  the  basic  return,  thereby  encouraging  the 
practice  of  operating  and  financial  economics. 


1278 


5.  An  arrangement  predicated  upon  this  principle  tends 
to  minimize  controversies  which  are  costly,  time-consum¬ 
ing,  injurious  to  the  good  will  of  the  utility,  and  contrary 
to  the  best  interests  of  the  consuming  public. 

THE  RATE  BASE 

A.  Development  under  the  Sliding-Scale  Arrangement 

The  rate  base  employed  under  the  provisions  of  the  exist¬ 
ing  sliding-scale  arrangement  has  been  developed  in  the 
following  manner : 

To  the  initial  rate  base  of  $32,500,000  determined  as  of 
January  1,  1925,  there  has  been  added  the  actual  cost  of 
subsequent  net  additions,  undepreciated,  after  deducting 
the  cost  of  property  paid  for  by  contributions  in  aid  of 
construction  and  by  deposits  for  extensions.  The  follow¬ 
ing  tabulation  shows  the  development  of  the  unweighted 
rate  base  for  each  of  the  years  1925  to  1942,  inclusive : 


Rate  Base  at 

(2) 

Working  Capital 

Beginning  of 

(1) 

(Cash  and 

Rate  Base 

Year  Excluding 

Net  Additions 

Materials  and 

at  End 

Year 

Working  Capital 

during  Year 

Supplies) 

of  Year 

1925 

_ _ $31,610,254.85 

$2,068,743.51 

$1,000,427.65 

$34,679,426.01 

1926 

.  33,678,99S.36 

2,863,320.60 

1,159,659.29 

37,701,978.25 

1927 

. .  36,542,318.96 

4,723,505.76 

1,329,800.29 

42,595,625.01 

1928 

.  41,265,824.72 

2,816,233.57 

1,304,531.06 

45,386,589.35 

1929 

.  44,082,058.29 

4,400,920.94 

1,406,932.80 

49,889,912.03 

1930 

.  48,482,979.23 

1,596,289.22 

1,362,713.20 

51,441,981.65 

1931 

.  50,079,268.45 

6,338,607.89 

1,404,066.24 

57,821,942.58 

1932 

.  56,417,S76.34 

1,817,500.27 

1,436,249.41 

59,671,626.02 

1933 

.  58,235,376.61 

5,107,931.47 

1,609,935.79 

64,953,243.87 

1934 

. .  63,343,308.08 

2,336,244.79 

1,864,136.27 

67,543,689.14 

1935 

.  65,679,552.87 

1,344,154.17 

1,874,808.42 

68,898,515.46 

1936 

.  67,023,707.04 

2,778,534.34 

1,734,764.33 

71,537,005.71 

1937 

.  69,802,241.38 

3,752,013.13 

2,177,0S3.76 

75,731,338.27 

1938 

. - .  73,554,254.51 

3,923,170.51 

2,094,021.67 

79,571,446.69 

1939 

.  77,477,425.02 

2,925,564.61 

2,124,948.23 

82,527,937.86 

1940 

.  80,402,989.63 

8,614,707.04 

2,520,974.97 

91,538,671.64 

1941 

.  89,017,696.67 

6.424,211.25 

3,234,250.04 

98,676,157.96 

1942 

.  95,441,907.92 

3,660,476.55 

3,774,109.25 

102,876,493.72 

(1) 

Net  additions  during 

the  year  reflect 

deductions  for  the 

cost  of  prop- 

erty  paid  for  by  contributions  in  aid  of  construction  and  deposits  to  cover 
extension  of  distribution  lines.  When  refunds  of  deposits  exceed  new  deposits 
received  during  any  given  year  the  net  decrease  in  the  deposit  account  is 
added  to  the  rate  base. 

(2)  The  allowance  for  cash  working  capital  consists  of  one-eighth  of  op¬ 
erating  expenses  after  deducting  dpreciation,  taxes,  and  uncollectible  bills. 
The  allowance  for  material  and  supplies  for  the  years  1925  to  1933,  inclusive, 
consisted  of  the  balance  in  the  material  and  supplies  account  at  the  end  of 
year.  For  the  years  1934  to  1943,  inclusive,  the  allowance  has  been  the  average 
of  the  monthly  balances  in  the  material  and  supplies  account. 
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For  the  purpose  of  calculating  annual  rate  adjustments, 
the  net  additions  to  the  rate  base  in  each  year  have  been 
weighted  to  reflect  the  actual  number  of  months  in  service. 

A  detailed  development  of  the  rate  base  for  the  12  months 
ended  December  31,  1943,  on  an  unweighted  and  a  weighted 
basis,  in  accordance  with  the  provisions  of  the  existing 
sliding-scale  arrangement,  and  before  any  modification 
thereof,  is  reflected  in  the  following  tabulation: 

U  nweighted  W  eighted 

Rate  Base  at  12/31/42  (Order  No.  2564) — 

Unweighted  . . . . $102,876,493.72  $102,876,493.72 

Less:  Working  Capital  allowance  for  12 
months  ended  12/31/42,  included  above : 

Cash  working  capital . . . .  (1,158,466.96)  (1,158,466.96) 

Materials  and  supplies . .  (2,615,642.29)  (2,615,642.29) 

Rate  Base  at  12/31/42,  excluding  Working 

Capital  . . . . $  99,102,384.47  $  99,102,384.47 

Adjustment  as  of  January  1,  1943 

Adjustment  for  effect  of  Reclassification 
on  Rate  Base  Property . . .  (255.53)  (255.53) 

Adjusted  Rate  Base  at  1/1/43 . $  99,102,128.94  $  99,102,128.94 

Changes  in  Rate  Base — 1/1  to 
12/31/43 : 

Net  Additions  to  Electric  Plant . . . 6,499,960.39  2,698,677.99 

Deduct  increase  in  Contributions  in  Aid 

of  Construction  .  (118,917.09)  (56,235.43) 

Deduct  increase  in  Customers’  Deposits 

for  Extensions  . . . - —  (197.74)  417.15 

Adjustment  of  1943  retirements  of  1924 
property  to  1924  Rate  Base  values,  in¬ 
cluding  minor  adjustments  applicable 

to  prior  years’  retirement . (110,016.65)  (51,488.36) 

Working  Capital  allowance  for  12  months 
ended  12/31/43: 

Cash  working  capital . 1,322,111.41  1,322,111.41 

Materials  and  supplies . . . .  2,562,581.28  2,562,581.28  * 

Rate  Base  for  12  months  ended  12/31/43 . $109,257,650.54  $105,578,192.98 


The  rate  base  as  thus  established,  on  an  unweighted  basis, 
is  $5,581,713.76  in  excess  of  the  original  cost  of  the  prop¬ 
erty  included  therein.  A  brief  explanation  of  this  factor 
follows. 

Upon  the  completion  of  the  study  of  original  cost  of 
Pepco’s  property,  which  study  pertained  to  the  property 
in  existence  as  at  December  31,  1936  and  was  completed 


during  the  year  1941, 2  and  after  recording  on  the  books  of 
Pepco  necessary  reclassification  adjustments  ordered  and 
approved  by  this  Commission  and  the  Federal  Power  Com¬ 
mission  (in  the  net  amount  of  $2,591,329.70),  it  was  ascer¬ 
tained  that  the  original  rate  base  of  $32,500,000  was  $9,302,- 
806.56  in  excess  of  the  book  cost  of  the  property  included 
in  the  original  consent  decree  valuation. 

Prior  to  the  oringinal  cost  determination,  this  Commission 
had  determined  that  retirements  from  the  rate  base  of  prop¬ 
erty  in  existence  on  or  before  December  31,  1924  were  not 
being  recorded  in  such  amounts  as  would  eliminate  the  dif¬ 
ferential  between  book  cost  and  consent  decree  value  ap¬ 
plicable  to  such  property  retired.  Accordingly,  following 
public  hearings  held  in  1936,  the  Commission,  by  its  Order 
No.  1476  dated  February  5,  1936,  ordered  that  the  sum  of 
$1,932,649.37,  representing  a  part  of  the  deficiency  in  retire¬ 
ments  made  between  January  1,  1925  and  December  31, 
1935,  inclusive,  be  not  included  in  the  rate  base.  The 
method  of  determining  the  deficiency  in  the  retirement  of 
1924  property  from  the  rate  base,  employed  in  the  above- 
mentioned  proceeding,  was  the  basis  used  for  adjusting  re¬ 
tirements  of  such  property  in  each  year  from  1936  to  1941, 
inclusive.  During  this  period,  an  additional  amount  of 
$59,378.61  was  eliminated  from  the  rate  base  as  represent¬ 
ing  the  excess  of  consent  decree  value  over  book  cost  of 
property  in  existence  December  31,  1924. 

In  Formal  Case  No.  326  (see  Public  Utilities  Commission 
Order  No.  2564,  issued  April  26,  1943),  this  Commission 
determined  that  further  revision  should  be  made  in  the 
method  of  retiring  1924  property  from  the  rate  base,  so 
that  when  all  the  property  covered  by  the  consent  decree 
value  is  retired  the  entire  value  representing  such  property 
will  likewise  be  removed  from  the  rate  base.  Pursuant  to 
this  determination,  an  additional  amount  of  $1,340,423.81 
was  eliminated  from  the  rate  base  in  order  to  adjust  for 
retirements  of  1924  property  made  during  the  years  1925 

-  See  Public  Utilities  Commission  Order  No.  2138,  dated  December  31,  1941. 
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to  1941,  inclusive-  Adjustments  made  during  the  year  1942 
resulted  in  the  exclusion  of  an  amount  of  $278,624.36  from 
the  rate  base. 

Following  the  procedure  established  in  1935,  as  modified 
by  Order  No.  2564,  the  unweighted  rate  base  has  been  still 
further  reduced  in  the  present  proceeding  by  the  amount  of 
$110,016.65,  again  representing  that  portion  of  the  excess 
over  book  cost  of  consent  decree  value  which  pertains  to 
1924  property  retired  during  the  year  1943. 

Thus,  of  the  original  amount  of  excess  of  consent  decree 
rate-base  value  over  book  cost  of  property  valued  as  at 
December  31,  1924,  or  $9,302,806.56,  there  has  been  elimi¬ 
nated  the  aggregate  amount  of  $3,721,092.80,  leaving  a 
balance  of  $5,581,713.76  still  in  the  rate  base  as  of  Decem¬ 
ber  31,  1943. 

B.  Position  of  Parties 

The  contentions  of  the  various  parties  appearing  before 
this  Commission  in  the  present  proceedings,  with  respect 
to  the  rate  base,  are  set  forth  below. 

Counsel  for  the  Procurement  Division  of  the  Treasury 
Department  suggest  the  consideration  of  all  the  factors, 
including  “historical  cost,  depreciated  original  cost,  depre¬ 
ciated  both  with  appropriate  deduction  of  contributions  in 
aid  of  construction  and  deposits  for  extensions  and  with 
appropriate  allowance  for  materials  and  supplies,  cash 
working  capital  not  being  required,  and  prudent  invest¬ 
ment,”  and  propose  that  the  rate  base  of  Pepco  be  deter¬ 
mined  at  not  in  excess  of  $67,000,000. 

Considering  historical  cost,  counsel  would  eliminate  the 
excess  of  the  consent  decree  value  over  original  cost  from 
the  rate  base.  Further,  they  would  increase  the  deprecia¬ 
tion  reserve  by  the  amount  of  approximately  $14,000,000, 
such  increase  to  represent,  in  their  opinion,  earnings  from 
the  depreciation  fund  which  should  be  treated  as  accretions 
of  the  fund.3  On  these  bases,  the  net  weighted  original 

3  The  basis  upon  which  this  contention  was  made  was  rejected  by  the  Supreme 
Court  in  Vinson  v.  Washington  Gas  Light  Company,  321  U.  S.  489.  The  record 
shows  that  Pepco  has  no  *  *  depreciation  fund.  ’  ’ 
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cost  of  Pepco’s  property  as  at  December  31,  1943  is  con¬ 
sidered  by  counsel  for  the  Procurement  Division  to  be  not 
in  excess  of  $67,000,000. 

Counsel  for  the  Procurement  Division  of  the  Treasury 
Department  contend  that  the  prudent  investment  in  the 
Company  is  about  $53,563,000,  representing  the  invested 
capital  after  the  elimination  of  the  earned  surplus  and  the 
elimination  of  $3,755,000  from  the  common  capital  stock 
account. 

The  elimination  of  earned  surplus  or  undistributed  earn¬ 
ings  from  invested  capital  finds  no  support  in  reason  or  in 
law.  On  the  contrary,  it  is  universally  recognized  by  both 
courts  and  regulatory  authorities  that  undistributed  earn¬ 
ings  invested  in  the  assets  of  a  corporation  are  just  as  much 
a  part  of  invested  capital  as  are  the  dollars  obtained  by  the 
sale  of  securities.  All  adjustments  to  the  common  stock 
account  found  necessary  by  the  original  cost  determination 
previously  referred  to  have  been  made  by  charges  against 
earned  surplus,  in  accordance  with  accepted  accounting 
practice.  Hence,  the  elimination  of  $3,755,000  from  the 
common-stock  capital  of  Pepco,  as  suggested  by  counsel, 
would  result  in  a  duplicate  elimination  from  the  invested- 
equity  capital.  The  Commission  rejects  as  wholly  unsound 
these  contentions. 

Counsel  for  the  Public  Buildings  Administration  suggest 
the  adoption  by  this  Commission  of  a  prudent-investment 
plan  of  rate  regulation.  Salient  features  of  their  con¬ 
tentions  with  respect  to  the  rate  base  involve  its  deter¬ 
mination  upon  the  actual  legitimate  cost  of  the  electric 
utility  property  used  and  useful  in  serving  the  consumers  of 
the  District  of  Columbia;  the  depreciation  of  such  rate 
base  according  to  the  straight-line  method  of  depreciation ; 
the  inclusion  in  the  rate  base  of  a  reasonable  amount  for 
working  capital  adjusted  to  exclude  materials  and  supplies 
held  for  new  construction;  and  the  exclusion  from  the  rate 
base  of  an  amount  of  property  equal  to  Pepco’s  earned 
surplus. 
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Based  upon  the  foregoing  principles,  they  suggest  that 
the  rate  base  (depreciated)  should  not  exceed  $53,659,000, 
which  amount  is  arrived  at  in  the  following  manner: 

Gross  Investment  in  Plant . . . $99,120,000 

Less — 

Accrued  Depreciation  . $17,071,000 

Contributions  in  Aid  of  Construction . .  2,482,000 

Earned  Surplus  . . . . . . . . . .  28,470,000 

- ; -  48,023,000 

$51,097,000 

Add — Working  Capital . . . . . .  2,562,000 

Total . . . . . . . . . $53,659,000 

In  arriving  at  the  amount  of  accrued  depreciation  to  be 
deducted  from  the  rate  base,  counsel  for  the  Public  Build¬ 
ings  Administration  employ  a  figure  of  $23,903,572  (Exhibit 
No.  31),  which  amount  was  arrived  at  by  the  arbitrary  use 
of  a  formula  whose  infirmities  were  clearly  explained  by 
C.  W.  Smith,  Chief  of  the  Bureau  of  Finance,  Accounts, 
and  Rates  of  the  Federal  Power  Commission,  a  witness  who 
testified  for  this  Commission  with  respect  to  such  formula 
and  who  promptly  advocated  that  a  reserve  of  such  amount 
be  not  used.  From  this  amount  counsel  for  the  Public 
Buildings  Administration  deduct  approximately  $6,832,000, 
representing  that  portion  of  the  reserve  which,  in  their 
opinion,  but  without  supporting  evidence,  is  applicable  to 
assets  represented  by  the  earned  surplus  of  over  $29,000,- 
000,  and  compute  the  accrued  depreciation  to  be  applied 
to  the  proposed  prudent  investment  rate  base  at  about 
$17,071,000. 

What  has  been  said  with  respect  to  the  exclusion  of 
undistributed  earnings  from  invested  capital  applies  with 
equal  force  here. 

This  Commission  rejects  the  contentions  of  counsel  for 
the  Public  Buildings  Administration  on  the  grounds  that 
their  adoption  would  be  unsound,  without  merit,  inequitable, 
and  at  complete  variance  with  established  law. 

Pepco  has  consistently  maintained  the  position  that  the 
sliding-scale  arrangements  as  presently  constituted  is  fair 
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to  both  consumers  and  the  Company  and  that  no  change 
therein  should  be  made.  The  principal  witness  for  Pepco 
on  the  matter  of  the  rate  base,  Mr.  William  V.  Burnell, 
Vice-President  of  Stone  &  Webster  Engineering  Corpora¬ 
tion,  presented  testimony  purporting  to  show  the  problem 
which  will  be  presented  to  the  Commission  in  the  event  the 
present  sliding-scale  rate  base  arrangement  is  abandoned. 
Using  as  the  basis  of  his  testimony  projected  historical  cost 
trends,  Mr.  Burnell  contended  that  the  present  fair  value  of 
the  property  used  and  useful  in  furnishing  electric  service, 
including  working  capital,  is  $117,396,000.  Mr.  Burnell  did 
not  claim  that  this  amount  should  be  substituted  for  the 
present  rate  base,  nor  has  Pepco  contended  for  such  a 
valuation. 

In  other  words,  it  appears  that  Pepco  takes  the  position 
that  if  the  sliding-scale  arrangement  is  abandoned,  the 
Commission  will  be  faced  with  the  task  of  fixing  a  rate  base 
in  accordance  with  the  doctrine  of  Smythe  v.  Ames,  which 
had  prevailed  for  many  years,  and  which  usually  resulted 
in  the  establishment  of  a  rate  base  predicated  largely  upon 
reproduction  cost  estimates.  The  Commission  cannot  agree 
with  this  premise.  If  it  were  the  intention  to  abandon  the 
sliding-scale  arrangement,  the  problems  facing  the  Com¬ 
mission  would  differ  but  slightly  from  those  presently  pre¬ 
sented.  Certainly,  there  is  no  requirement  in  our  statute 
that  exclusive  consideration  be  given  to  reproduction  cost 
in  the  determination  of  a  rate  base. 

However,  as  already  indicated,  it  is  not  the  intention  of 
the  Commission  to  abandon  the  sliding-scale  arrangement, 
but  to  effect  certain  modifications  which  are  plainly  indi¬ 
cated  to  be  necessary  and  desirable. 

It  is  the  opinion  of  this  Commission,  and  it  appears  that 
counsel  for  Pepco  are  in  full  agreement  with  our  view,4 
that  under  the  provisions  of  Paragraph  IS  of  the  Act 
creating  the  Public  Utilities  Commission,  the  Commission 
may  at  any  time  (after  proper  notice)  order  such  changes 


4  See  Pepco  brief,  page  5. 
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in  the  sliding-scale  arrangement  as  it  may  ascertain  and 
deterine  to  be  necessary  and  reasonable. 

Therefore,  the  Commission  deems  its  primary  duty  under 
the  statute  to  be  the  establishment  of  a  rate  base  that  is 
fair  and  reasonable,  to  the  end  that  rates  for  service  to  be 
based  thereon  will  also  be  just  and  reasonable  to  the  con¬ 
sumers  and  to  Pepco  alike. 

C.  Commission  Findings  as  to  Rate  Base 

It  is  the  opinion  of  the  Commission  that  the  rate  base 
originally  determined  and  approved  by  the  court  was  estab¬ 
lished  in  conformity  with  accepted  regulatory  practice  pre¬ 
vailing  at  that  time.  The  subsequent  annual  determinations 
of  the  rate  base  by  the  inclusion  of  net  additions  at  cost,  as 
required  by  the  provisions  of  the  sliding-scale  arrangement, 
permitted  escape  from  the  uncertainties  and  infirmities  of 
the  “fair  value”  doctrine  of  Smythe  v.  Ames.  Further, 
this  method  of  rate  base  determination  has  resulted  in  the 
development  of  a  rate  base  which  is  now  approximately 
95%  original  cost. 

The  problem  which  now  confronts  the  Commission  is 
whether  the  sliding-scale  rate  base  should  be  perpetuated,  or 
whether  the  remaining  differential  of  $5,581,713.76  between 
that  base  and  the  original  cost  of  property  should  be  elimi¬ 
nated,  with  the  result  that  the  rate  base  would  include  only 
true  original  cost. 

A  rate  base  predicated  upon  original  cost  is  fair  to  the 
utility,  its  inevestors,  and  consumers,  because  it  gives  recog¬ 
nition  to  every  dollar  actually  invested  in  the  property. 

Since  the  use  of  the  cost-of-capital  theory  in  the  determi¬ 
nation  of  the  rate  of  return  (as  discussed  hereinafter) 
requires  the  application  of  such  cost  to  a  rate  base  compris¬ 
ing  only  the  capital  actually  invested,  it  is  obvious  that  the 
contiued  use  of  the  present  sliding-scale  rate  base  would 
require  a  compensating  adjustment  in  the  rate  of  return. 

In  the  light  of  the  foregoing,  and  after  considering  all  the 
evidence,  the  Commission  finds  that  the  electric  plant  com- 
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ponent  of  the  gross  rate  base  shall  be  the  original  cost  of 
property  used  and  useful  in  public  service  as  at  December 
31,  1943,  or  $102,434,682.29  (unweighted),  and  $98,633,- 
399.89  (weighted),  and  that  the  sliding-scale  arrangement 
shall  be  modified  accordingly. 

In  addition  to  the  electric  plant  component  of  the  rate 
base,  the  Commission  has  considered  the  evidence  relating 
to  an  allowance  for  working  capital. 

It  has  been  the  practice  under  the  sliding-scale  arrange¬ 
ment  to  include  the  average  of  the  monthly  balances  in  the 
materials  and  supplies  account  as  a  component  of  the  rate 
base.  This  treatment  is  generally  in  accord  with  regulatory 
practice,  and  the  record  does  not  disclose  any  reason  for 
a  change  in  the  method  of  determining  the  amount  to  be 
allowed.  The  average  of  the  monthly  balances  for  the  year 
1943  amounts  to  $2,562,581.28,  and  while  this  amount  is 
somewhat  high  in  comparison  with  prior  years  in  relation 
to  the  rate  base  and  operating  expenses,  we  recognize  the 
i  abnormal  conditions  which  now  pervail  and  find  that  the 
foregoing  amount  is  a  reasonable  allowance. 

The  allowance  for  cash  working  capital  under  the  sliding- 
scale  arrangement  has  been  one-eighth  of  operating  ex¬ 
penses  exclusive  of  accruals  for  taxes,  depreciation,  and 
uncollectible  bills.  This  was  predicated  upon  the  allowance 
made  for  cash  working  capital  in  the  Commission’s  original 
valuation  of  the  Potomac  Electric  Power  Company  in  1917. 
In  Formal  Case  No.  326,  at  the  request  of  the  Commission, 
the  Company  made  a  study  of  the  lag  in  the  payment  of  bills 
and  the  lag  in  the  payment  of  operating  expenses.  This 
study  indicated  that  a  net  lag  of  31.29  days  was  experienced 
in  the  collection  of  revenue.  The  Company’s  study  pro¬ 
duced  results  closely  approximating  the  allowance  for  cash 
working  capital  arrived  at  by  the  application  of  the  formula 
set  forth  above,  and  no  change  was  made  in  that  case.  In 
preparation  for  this  case,  however,  the  Commission’s  staff 
made  a  study  of  the  lag  in  payment  of  all  taxes  allowed  as 
operating  revenue  deductions.  This  study  (Exhibit  20) 
indicated  that  the  lag  in  payment  of  expenses  and  taxes 
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exceeded  the  lag  in  the  collection  of  revenue  by  19.9  days. 
After  giving  effect  to  the  minimum  bank  deposits  required 
to  cover  a  portion  of  the  cost  of  collection  of  bills  by  various 
banks,  prepaid  insurance,  and  special  deposits,  it  appears 
that,  on  the  basis  of  this  study  (which  was  predicated  upon 
the  identical  data  introduced  by  the  Company  in  Formal 
Case  No.  326  plus  the  computation  of  the  lag  in  payment 
of  taxes),  the  lag  in  the  payment  of  expenses  and  taxes 
exceeds  the  lag  in  the  collection  of  revenue  by  approximately 
$350,000. 

In  the  opinion  of  the  Commission,  there  is  no  reason  for 
treating  taxes  differently  from  any  other  operating  expense 
item  in  the  determination  of  the  allowance  for  cash  working 
capital.  Pepco  experiences  a  regular  cycle  in  the  collection 
of  bills  and  the  payment  of  expenses  and  taxes.  So  long  as 
the  revenues  are  collected  generally  in  advance  of  the  need 
for  the  payment  of  operating  expenses  and  taxes,  it  does 
not  appear  that  any  allowance  for  cash  working  capital  is 
necessary.  For  these  reasons,  the  Commission  finds  that  no 
allowance  in  the  rate  base  for  cash  working  capital  is 
warranted.  The  Commission  further  finds  that  the  sliding- 
scale  arrangements  should  be  so  modified  as  to  permit 
reconsideration  of  this  factor  as  changing  conditions  may 
require. 

It  has  been  the  practice  under  the  sliding-scale  arrange¬ 
ment  to  exclude  from  the  rate  base  property  constructed 
with  funds  derived  from  contributions  in  aid  of  construc¬ 
tion  and  deposits  for  extensions.  The  Commission  finds 
no  reason  to  change  this  practice. 

Based  upon  the  foregoing,  the  Commission  finds  that  the 
gross  rate  base  for  the  12  months  ended  December  31, 1943, 
unweighted  and  weighted,  is  as  shown  in  the  following  table : 

Unweighted  Weighted 

Original  cost  of  electric  plant  12/31/43 $102,434,682.29  $98,633,399.89 

Contributions  in  Aid  of  Construction  _ .  (2,571,078.50)  (2,508,396.84) 

Deposits  for  Extensions  . . . —  (72,359.70)  (71,744.81) 

Materials  and  Supplies . . . . .  2,562,581.28  2,562,581.28 

Gross  Bate  Base  _ _ _ $102,353,825.37  $98,615,839.52 
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The  record  is  replete  with  evidence  and  arguments  in 
favor  of  the  adoption  of  a  depreciated  rate  base,  in  perf- 
erence  to  a  continuation  of  the  present  method  of  calcula¬ 
ting  return  on  an  undepreciated  rate  base,  with  an  allowance 
of  4%  on  the  depreciation  reserve  as  a  reduction  in  the 
depreciation  accruals  allowed  the  Company  for  rate-making 
purposes.  Pepco  witnesses,  however,  testified  that  there 
should  be  no  change  in  the  present  arrangement. 

The  interveners  argue  that  if  the  present  method  is  to  be 
continued,  the  interest  rate  on  the  depreciation  reserve 
should  be  the  same  as  the  rate  of  return,  citing  the  case  of 
Federal  Power  Commission  v.  Natural  Gas  Pipe  Line  Com¬ 
pany ,  315  U.  S.  575,  in  support  of  their  position.  The  same 
contention  was  made  in  Vinson  v.  Washington  Gas  Light 
Company,  321  U.  S.  489,  based  upon  the  decision  in  the 
Natural  Gas  Pipe  Line  Company  case.  This  contention  was 
rejected  by  the  court  as  “unsupported  by  our  cases.” 
Moreover,  in  the  Natural  Gas  Pipe  Line  case,  the  sinking- 
fund  method  of  accruing  depreciation  was  used,  whereas,  in 
the  Washington  Gas  Light  case,  as  also  in  this  proceeding, 
a  modified  straight-line  method  has  been  employed.  These 
contentions  overlook  the  fact  that  an  interest  rate  different 
from  the  rate  of  return  can  be  used  under  the  sliding-scale 
method,  if  the  depreciation  reserve  is  treated  as  a  source 
of  funds  in  the  determination  of  the  cost  of  capital,  and  the 
rate  of  return  is  modified  accordingly.  By  using  an  un¬ 
depreciated  rate  base  and  deducting  interest  on  the  reserve 
balance  from  the  depreciation  accruals,  in  giving  effect  to 
the  interest  rate  applied  to  the  reserve  in  fixing  the  rate 
of  return,  the  result  obtained  is  the  same  as  that  arrived 
at  by  the  use  of  a  depreciated  rate  base.  That  this  is  so  is 
demonstrated  by  Exhibit  No.  35,  introduced  by  V.  A. 
McElfresh,  Chief  Accountant  of  this  Commission,  and  not 
contradicted. 

While  the  sliding-scale  method  of  providing  for  deprecia¬ 
tion  has  produced  satisfactory  results,  it  is  not  now  in  line 
with  current  thought  on  the  subject.  It  is  believed  that 
the  adoption  of  a  depreciated  rate  base  will  result  in  desir¬ 
able  simplification  and  clarity,  and  that  it  will,  under  the 
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same  accrual  rates,  produce  identical  results  to  Pepco  and 
consumers  as  would  the  continued  use  of  the  complicated 
and  confusing  sliding-scale  method. 

Therefore,  the  Commission  is  of  the  opinion  and  finds 
that,  for  the  purposes  of  this  proceeding  and  as  a  further 
modification  of  the  sliding-scale  arrangment,  a  depreciated 
rate  base  should  be  employed  as  a  basic  element  of  the 
arrangement  in  the  determination  of  rate  adjustments  for 
the  year  1944  and  thereafter. 

Discussion  of  the  amount  of  the  depreciation  reserve 
to  be  deducted  for  the  rate  base  in  this  proceeding,  and 
provisions  relating  to  depreciation  accruals  to  be  employed 
in  the  future,  is  had  in  subsequent  sections  of  these  findings. 

THE  DEPRECIATION  RESERVE 

The  major  portion  of  the  depreciation  reserve  of  Pepco 
has  been  developed  in  accordance  with  the  method  of  accru¬ 
ing  depreciation  set  forth  in  the  sliding-scale  arrangement, 
although  the  Company  has  for  several  years  contended  that 
the  accrual  rates  provided  in  the  arrangement  should  be 
increased.  Briefly,  the  method  has  been  described  as  a 
modified  straight-line  basis  of  depreciation.  Under  the 
arrangement,  the  depreciation  reserve  has  increased  from 
slightly  less  than  $4,000,000  in  1924  to  $16,667,162  as  at 
December  31,  1942.  This  reserve  is  approximately  17%  of 
the  book  cost  of  electric  plant  in  service  on  that  date. 

As  previously  explained,  the  arrangement  provides  for  a 
reserve  which,  at  its  maximum,  will  not  exceed  20%  of  the 
rate  base.  Another  salient  feature  of  the  development  of 
the  depreciation  reserve  is  the  provision  that  interest  on 
the  reserve  be  accrued  on  a  4%  basis  as  an  accretion  to  the 
reserve,  thus  lessening  the  amount  of  depreciation  to  be 
included  as  an  expense  of  operation. 

As  one  of  the  matters  listed  for  investigation  in  the  pres¬ 
ent  proceeding  deals  with  modifications,  if  any,  that  shall 
be  made  in  the  provisions  of  the  present  sliding-scale 
arrangement  relating  to  depreciation  accruals,  the  Federal 
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Power  Commission,  at  the  request  of  this  Commission,  made 
available  the  services  of  C.  W.  Smith,  who  testified  at  length 
on  the  subject  of  depreciation. 

Witness  Smith  adopted  as  the  best  explanation  of  depre¬ 
ciation  the  description  contained  in  the  1943  report  of  the 
Depreciation  Committee  of  the  National  Association  of 
Railroad  and  Utilities  Commissioners,  which  reads  as  fol¬ 
lows:  “(a)  Depreciation  is  the  expiration  or  consumption, 
in  whole  or  in  part,  of  the  service  life,  capacity,  or  utility 
of  property  resulting  from  the  action  of  one  or  more  of 
the  forces  operating  to  bring  about  retirement  of  such 
property  from  service;  (b)  the  forces  so  operating  include 
wear  and  tear,  decay,  action  of  the  elements,  inadequacy, 
obsolescence,  and  public  requirements;  (c)  depreciation 
results  in  a  cost  of  service.”  This  Commission  concurs  in 
the  view  that  the  foregoing  description  of  the  depreciation 
phenomenon  is  an  excellent  one. 

In  connection  with  his  testimony,  witness  Smith  presented 
and  explained  various  exhibits  which  had  been  constructed 
by  the  staff  of  this  Commission  by  the  employment  of  rates 
of  depreciation  developed  by  him. 

Exhibit  No.  31,  introduced  by  witness  Smith,  reflected 
accrued  depreciation  calculated  as  that  percentage  of  cost 
of  plant  which  the  expired  life  bears  to  the  total  life  of  such 
plant.  It  was  explained  that  this  method,  although  fre¬ 
quently  used,  contains  a  rather  serious  error  in  that  it  does 
not  take  into  consideration  the  retirements  which  were  made 
during  the  early  years  of  the  life  of  properties,  which  early 
retirements  will  be  offset  by  properties  having  a  longer- 
than-average  service  life.  In  other  words,  it  does  not  take 
into  consideration  what  is  sometimes  called  “infant  mor¬ 
tality.”  For  that  reason,  the  conclusion  was  reached  by 
the  witness  that  the  reserve  requirement  determined  by  this 
method  necessarily  reflects  an  excessive  amount.  There¬ 
fore,  he  recommended  that  the  reserve  requirement  of 
approximately  $24,000,000  reflected  in  Exhibit  31  be  not 
used  by  the  Commission. 


1291 


Exhibit  No.  32,  presented  by  the  same  witness,  reflects 
the  computation  of  depreciation  reserve  as  it  would  be  if 
Pepco  had  used  what  he  considered  proper  depreciation 
rates.  The  witness  explained  that  this  method  has  one 
very  desirable  feature  in  that  it  recognizes  the  actual  re¬ 
tirements  which  were  made  at  the  times  they  were  made, 
thus  correcting  automatically  for  premature  retirements  in 
the  early  years  of  the  life  of  the  property  by  recognizing  the 
actual  rather  than  the  theoretical  retirements.  It  is  the 
opinion  of  witness  Smith  that  the  adjusted  reserve  balance 
of  $19,367,785  shown  on  Exhibit  32  as  at  December  31, 1942 
is  a  reasonable  estimate  of  reserve  requirement. 

Despite  the  fact  that  the  reserve  requirement  calculated 
under  the  method  employed  in  Exhibit  32  is  approximately 
$2,700,000  greater  than  the  book  reserve  as  at  December  31, 
1942,  the  witness  recommended  that  the  book  reserve  be  ac¬ 
cepted  by  the  Commission  for  the  purposes  of  this  proceed¬ 
ing.  He  explained  that  this  conclusion  was  reached  because 
of  the  restrictions  with  respect  to  depreciation  wdiich  were 
imposed  in  the  sliding-scale  arrangement.  He  further  ex¬ 
pressed  the  belief  that  where  a  utility  has  been  restricted 
as  to  the  amount  of  depreciation  expense  by  a  regulatory 
commission  having  jurisdiction,  it  is  not  proper,  nor  is  it 
equitable,  to  adopt  a  higher  reserve  requirement  than  that 
developed  under  regulatory  authority,  particularly  where, 
as  in  the  District  of  Columbia,  the  sliding  scale  provides  for 
annual  rate  investigations. 

The  witness  testified  that  in  his  opinion  the  present  pro¬ 
visions  with  respect  to  the  annual  accrual  for  depreciation 
have  resulted  in  the  creation  of  an  inadequate  depreciation 
reserve,  and  that  the  perpetuation  of  these  provisions  will 
never  permit  Pepco  to  build  up  an  adequate  reserve.  He 
recommended  the  removal  of  the  maximum  limitation  of 
20%  on  the  reserve  (as  did  other  witnesses),  and  also  a 
modification  of  the  provisions  for  annual  accruals  to  the 
reserve. 

F.  A.  Sager,  Chief  Engineer  of  this  Commission,  intro¬ 
duced  testimony  (Exhibits  Nos.  36,  37,  and  38)  relative  to 


his  estimate  of  depreciation  reserve  based  upon  the  assump¬ 
tion  that  the  straight-line  method,  using  accrual  rates  here¬ 
inafter  discussed,  had  been  employed  throughout  the  exist¬ 
ence  of  the  sliding-scale  arrangement.  The  witness  con¬ 
cluded  that  a  depreciation  reserve  requirement,  developed 
in  this  manner,  would  be  $21,600,000  (R.  1362). 

Max  Mason,  Survey  Engineer  of  Pepco,  testified  and 
introduced  testimony  (Exhibits  Nos.  54  to  58,  inclusive) 
purporting  to  show  that  the  book  depreciation  reserve  of 
Pepco  as  at  December  31,  1943,  in  the  amount  of  $18,611,- 
702.95,  will  provide  separately  for  (1)  the  accrued  deprecia¬ 
tion  applicable  to  property  scheduled  for  retirement  within 
the  next  10  years;  (2)  accrued  depreciation  applicable  to 
property  not  scheduled  for  retirement;  and  (3)  a  reserve 
of  $1,262,472.80  for  unforeseen  retirements.  The  witness 
stated,  however,  that  this  latter  amount  might  be  somewhat 
inadequate,  although  he  expressed  no  idea  as  to  the  amount 
by  which  it  might  fall  short  of  actual  requirements. 

It  is  generally  recognized  that  the  determination  of  depre¬ 
ciation  reserve  requirement,  on  any  basis,  is  necessarily  an 
estimate.  In  its  1943  report,  the  Committee  on  Depreciation 
of  the  National  Association  of  Railroad  and  Utilities  Com¬ 
missioners  carefully  reviews  the  necessity  for  exercising 
caution  in  making  adjustments  to  the  depreciation  reserve, 
in  the  absence  of  obvious  serious  reserve  deficiencies.  The 
history  of  depreciation  practices  of  Pepco  through  the 
years,  as  pointed  out  by  witness  Smith,  reveals  the  fact 
that  the  Company  has  built  up  a  reserve  that  has  been  con¬ 
sistently  more  favorable  than  for  the  average  utility  com¬ 
pany. 

It  appears,  however,  that  this  favorable  position  will  not 
be  maintained  without  modification  of  the  depreciation 
provisions  of  the  sliding-scale  arrangement.  For  this  rea¬ 
son,  the  Commission  finds  that  the  20%  limitation  on  the 
depreciation  reserve  should  be  removed.  Discussion  of 
modified  annual  accrual  rates  will  be  found  in  the  succeeding 
section  of  these  findings. 
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After  careful  consideration  of  the  record  and  in  view  of 
the  fact  that  the  depreciation  practices  employed  by  Pepco 
have  been  prescribed  by  this  Commission,  the  Commission 
finds  that,  for  the  purposes  of  this  proceeding,  the  deprecia¬ 
tion  reserve  as  of  December  31,  1943  is  $17,844,120.48  on  a 
weighted  basis,  as  hereinafter  developed  under  the  caption, 
“Rate  Reduction  Warranted.”  The  unweighted  deprecia¬ 
tion  reserve  as  of  December  31, 1943,  is  $19,073,869.60.  The 
Commission  further  finds  that  the  weighted  reserve  con¬ 
stitutes  a  fair  and  reasonable  determination  of  accrued 
depreciation  for  application  in  establishing  a  depreciated 
rate  base  under  the  modified  sliding-scale  arrangement. 

PROVISION  FOR  DEPRECIATION 

Evidence  on  the  question  of  the  proper  annual  accrual 
for  depreciation  was  presented  for  the  Commission  by 
witnesses  Smith  and  Sager  and  for  Pepco  by  witness  Mason. 
Commission  witness  Smith’s  Exhibit  No.  30  sets  forth  the 
annual  accrual  rates  of  depreciation  by  primary  electric 
plant  accounts.  These  rates,  the  witness  explained,  were 
based  on  estimated  average  service  lives  for  the  various 
classes  and  groups  of  property  included  in  the  primary 
plant  accounts,  and  they  reflect  an  allowance  for  estimated 
net  salvage  in  appropriate  cases.  The  rates  are  predicated 
on  the  witness’s  general  knowledge  of  the  depreciation 
problem,  as  well  as  a  general  knowledge  of  the  property 
of  Pepco.  The  application  of  these  rates  (Exhibit  No.  34) 
to  the  depreciable  plant  of  the  Company,  weighted  insofar 
as  net  additions  for  the  year  1943  are  concerned,  and  ex¬ 
cluding  certain  property  classified  as  emergency  facilities, 
results  in  an  indicated  accrual  for  depreciation  for  the  year 
1943  of  $2,600,896.95. 

Commission  witness  Sager’s  Exhibit  No.  36  sets  forth 
accrual  rates  predicated  solely  on  the  estimated  service  life 
of  the  property  incuded  in  the  various  primary  plant  ac¬ 
counts.  Application  of  these  rates  to  depreciable  electric 
plant  as  of  December  31,  1942,  with  an  overall  deduction 
of  14.2875%  for  net  salvage,  results  in  an  indicated  accrual 
of  $2,603,203.32  for  the  year  1943.  The  estimated  service 
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lives  are  predicated  on  the  witness’s  general  engineering 
knowledge  and  his  specific  knowledge  of  the  property  of 
Pepco,  gained  by  frequent  inspections  during  his  nearly 
14  years  of  service  with  the  commission.  The  overall  per¬ 
centage  for  net  salvage  was  determined  by  the  witness 
from  a  study  of  the  net  salvage  recovered  during  the  period 
1925  to  1942,  inclusive,  in  relation  to  the  total  retirements 
of  depreciable  property  during  the  same  period. 

Pepco  witness  Mason  testified  that  his  studies  indicated 
the  annual  accrual  for  depreciation  for  the  year  1943,  made 
in  the  same  manner  as  the  accrual  for  the  year  1944,  set 
forth  on  Statement  B  of  Exhibit  55,  should  be  $2,770,000. 
The  witness  employed  the  retirement-forecast  method  of 
determining  the  annual  accrual.  This  method  assumes  that 
factors  causing  retirement  of  property  other  than  wear 
and  tear  and  action  of  the  elements  are  not  predictable 
until  property  is  scheduled  for  retirement,  and  that  pro¬ 
vision  for  the  other  factors  causing  retirements,  such  as 
obsolescence,  governmental  requirements,  etc.,  is  not  neces¬ 
sary  until  10  years  prior  to  the  time  that  the  property  is 
scheduled  for  retirement.  Obviously,  this  method  necessi¬ 
tates  the  application  of  abnormally  low  accruel  rates  to 
all  property  not  scheduled  for  retirement  within  the  next 
10  years,  and  abnormally  high  accrual  rates  to  property 
scheduled  for  retirement  in  10  years. 

A  precise  comparison  of  the  accrual  rates  presented  by 
witness  Smith  with  those  presented  by  witness  Sager  can¬ 
not  be  made  because  of  the  different  treatment  of  salvage 
by  the  two  witnesses.  Likewise,  the  rates  used  by  witness 
Mason  cannot  be  compared  with  those  used  by  either  Smith 
or  Sager,  for  the  reason  that  the  rates  accrued  by  Mason 
for  property  not  scheduled  for  retirement,  while  applying 
to  approximately  73%  of  the  property,  account  for  only 
about  35%  of  the  annual  accrual.  The  remaining  accrual 
is  primarily  the  difference  needed  to  absorb,  over  a  10-year 
period,  the  deficiency  in  the  accrual  prior  to  the  date  the 
property  was  scheduled  for  retirement  within  10  years.  In 
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total,  however,  the  annual  accrual  computed  by  the  three 
witnesses  is  remarkably  close,  and  the  Commission,  there¬ 
fore,  is  concerned  primarily  with  the  question  of  deciding 
which  of  the  three  methods  should  be  adopted. 

As  to  the  method  used  by  Pepco  witness  Mason,  the  Com¬ 
mission  recognizes  the  difficulty  of  predicting  with  preci¬ 
sion  the  retirement  of  property  caused  by  factors  other 
than  wear  and  tear  and  the  action  of  the  elements.  It  is 
believed,  however,  that  the  prediction  of  retirements  due 
solely  to  such  causes  is  just  as  difficult,  and  that  actual 
results  will  undoubtedly  vary  considerably  from  predicted 
estimates.  As  the  Commission  views  the  depreciation 
problem,  it  is  essentially  an  attempt  to  predict  as  nearly 
as  possible  the  estimated  lives  of  the  various  types  and 
classes  of  property,  to  the  end  that  the  cost  of  such  prop¬ 
erty  might  be  charged  against  the  income  produced  by  it  in 
the  most  equitable  manner  throughout  its  useful  life.  All 
of  the  factors  causing  the  ultimate  retirement  of  property 
should  be  considered  in  determining  the  rate  to  be  applied 
to  the  cost  of  property  during  its  useful  life.  The  method 
used  by  Pepco  witness  Mason  does  not  meet  this  require¬ 
ment,  and  for  this  reason  it  is  not  adopted  for  the  purposes 
of  this  proceeding. 

The  Commission  recognizes  the  impossibility  of  deter¬ 
mining  precisely  the  amount  which  should  be  accrued  an¬ 
nually  for  depreciation.  The  computation  presented  by 
witness  Smith  indicates  a  composite  accrual  rate  of  2.69% 
of  depreciable  property,  while  that  of  witness  Sager  reflects 
a  composite  rate  of  2.77%.  Witness  Smith  based  his  cal¬ 
culations  on  depreciable  plant,  which  included  weighted  net 
additions  for  the  year  1943,  whereas  witness  Sager’s  was 
based  upon  depreciable  plant  as  at  December  31,  1942. 

Both  witnesses  use  the  straight-line  service-life  method. 
While  these  rates  are  not  predicated  on  mortality  studies 
of  the  property  of  Pepco,  they  reflect  the  experience  and 
judgment  of  these  two  witnesses  and,  in  the  opinion  of  the 
Commission,  are  predicated  on  sound  principles. 
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After  carefully  weighing  all  the  evidence,  it  is  the  judg¬ 
ment  of  this  Commission  that,  for  the  purposes  of  this 
proceeding,  the  provision  for  depreciation  of  depreciable 
property  other  than  emergency  facilities,  applicable  to  the 
test  year  1943,  should  be  that  reflected  in  Exhibit  No.  34,  or 
$2,600,896.95.  The  provision  for  depreciation  on  Pepco’s 
books  for  the  year  1943  includes  $71,852.18  covering  depre¬ 
ciation  on  transportation  equipment  and  certain  tools  and 
work  equipment  which  has  been  charged  to  clearing  ac¬ 
counts.  While  there  is  some  slight  difference  in  the  rates 
used  in  determining  the  accrual  so  charged  in  comparison 
with  the  rates  used  on  Exhibit  No.  34  for  similar  property, 
the  difference  is  not  material,  and  to  eliminate  the  necessity 
for  adjustment  the  Commission  believes  that  this  amount 
should  not  be  disturbed.  This  means  that  only  $2,529,044.77 
of  the  total  provision  for  depreciation  will  be  treated  as  an 
operating  revenue  deduction.  The  Commission  is  of  the 
further  opinion  that  the  depreciation  reserve  on  the  books 
of  Pepco  as  at  December  31,  1943  should  be  adjusted,  with 
a  corresponding  charge  to  surplus,  to  reflect  the  provision 
for  the  calendar  year  (which  corresponds  to  the  test  year) 
in  the  amount  just  stated. 

The  Commission  finds  that  the  annual  provision  for  de¬ 
preciation,  both  for  book  purposes  and  for  rate-making 
purposes,  shall  be  at  the  rate  of  2.7%  of  depreciable  prop¬ 
erty.  The  Commission  believes  that  this  rate  will  fairly 
spread  over  the  expected  life  of  the  property  the  consump¬ 
tion  of  capital  invested  and  will  maintain  the  integrity  of 
that  investment.  The  sliding-scale  arrangement  shall  be 
modified  to  so  provide.  In  the  modified  arrangement,  pro¬ 
vision  should  be  made  for  periodic  review  of  the  entire 
subject  of  depreciation,  to  the  end  that  suitable  and  timely 
adjustments  may  be  made  in  conformity  with  requirements 
of  changes  in  the  art  and  consistent  with  prudent  manage¬ 
ment. 

Deference  has  been  made  heretofore  to  the  amortization 
of  emergency  facilities.  The  major  portion  of  the  approxi- 
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mate  cost  of  $600,000  of  these  facilities  covers  a  trans¬ 
mission  line  to  the  Naval  Powder  Factory  at  Indian  Head, 
Maryland,  which  is  expected  to  be  retired  shortly  after  the 
cessation  of  hostilities.  This  line  and  the  other  facilities 
similarly  classified  were  constructed  only  after  approval 
by  the  Secretary  of  the  Navy  as  being  necessary  to  the 
war  effort,  and  regulations  of  the  Internal  Revenue  Bu¬ 
reau  permit  the  amortization  of  the  cost  of  such  facilities 
over  a  5-year  period  in  the  determination  of  taxable  income. 
Pepco  also  received  certificates  of  necessity  for  construc¬ 
tion  of  other  property  at  a  cost  considerably  in  excess  of 
that  under  discussion,  but  by  reason  of  the  fact  that  this 
property,  in  the  judgment  of  the  Company,  will  probably 
remain  in  service  throughout  its  useful  life,  it  is  not  being 
amortized  over  the  allowable  5-year  period  for  either 
corporate  or  income  tax  purposes. 

The  Commission  believes  that  the  estimated  life  of  these 
emergency  facilities  is  the  controlling  factor  in  the  deter¬ 
mination  of  the  question  whether  the  cost  thereof  should 
be  amortized  over  a  5-year  period,  or  depreciated  normally 
with  other  similar  property.  The  transmission  line  to  the 
powder  plant  provides  supplemental  service,  and  under 
normal  conditions  the  powder  plant,  which  has  been  in 
operation  for  a  great  many  years,  generates  sufficient 
power  for  its  own  needs.  The  major  portion  of  the  trans¬ 
mission  line  is  located  in  a  territory  served  by  another 
utility,  and  there  is  no  likelihood  that  additional  customers 
will  be  connected.  In  view  of  these  facts,  the  Commission 
finds  that  the  amortization  of  these  emergency  facilities 
over  a  5-year  period  is  reasonable  and  proper  and  allows 
for  the  year  1943  the  sum  of  $229,673.82  for  amortization 
thereof.  This  allowance  covers  amortization  for  the  years 
1942  and  1943  which  was  entered  on  the  books  of  Pepco 
after  approval  by  the  Commission. 

THE  RATE  OP  RETURN 

On  the  subject  of  rate  of  return,  direct  testimony  sup¬ 
ported  by  documentary  evidence  was  introduced  for  the 
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Commission  by  its  Chief  Accountant,  V.  A.  McElfresh,  and 
for  Pepco  by  R.  Roy  Dunn,  Assistant  to  the  President. 
Opinion  testimony  without  supporting  data  was  offered 
by  several  other  witnesses. 

The  evidence  on  this  subject  presented  by  witness  Mc¬ 
Elfresh  was  predicated  upon  the  cost-of-capital  theory. 
This  Commission,  in  its  Order  No.  2682,  adopted  the  cost- 
of-capital  method  in  the  determination  of  the  rate  of  return 
to  be  allowed  the  Washington  Gas  Light  Company.  Since 
that  order  was  issued,  the  Supreme  Court  approved  this 
method  in  Federal  Power  Commission  v.  Hope  Natural  Gas 
Company,  320  U.  S.  591. 

It  is  the  opinion  of  this  Commission  that  the  cost-of- 
capital  method  of  determining  the  rate  of  return  in  the 
rate-making  process  is  particularly  well  adapted  to  a  slid¬ 
ing-scale  arrangement.  This  is  so  because  of  the  annual 
rate  adjustment  feature,  which  permits  a  prompt  reflection 
of  changing  economic  conditions  in  the  rates  for  service. 
In  the  absence  of  a  sliding-scale  arrangement,  it  is  pre¬ 
sumed  that  rates  fixed  after  protracted  investigation  and 
hearing  will  remain  in  effect  for  several  years,  and  conse¬ 
quently  forecasts  as  to  the  effect  of  possible  future  changes 
must  play  an  important  part  in  such  deliberations.  Under 
the  sliding-scale  arrangement,  the  use  of  actual  results  of 
a  test  year  as  a  basis  for  the  adjustment  of  rates  for  the 
succeeding  rate  year  minimizes  the  necessity  for  reflecting 
in  rates  the  effect  of  future  conjectural  changes  which  may 
or  may  not  materialize.  In  other  words,  under  the  arrange¬ 
ment  the  adverse  effect  of  abrupt  or  violent  changes  in  the 
return  to  the  Company  or  rates  charged  to  consumers  is 
limited  to  a  single  year’s  operations. 

The  cost-of-capital  method,  w’hich  employs  the  actual 
cost  of  long-term  debt  capital  and  preferred-stock  capital — 
provided,  of  course,  that  such  costs  are  reasonable — limits 
the  rate  of  return  problem  to  a  determination  of  a  reason¬ 
able  return  on  the  common  stockholders’  investment.  This 
question,  however,  is  not  simple  to  resolve,  for  the  common 
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stockholders  are  the  ones  who  are  most  seriously  affected 
by  the  business  cycle.  The  rate-making  process  involves 
an  equitable  balancing  of  the  interests  of  the  common 
stockholders  of  the  utility  against  the  interests  of  con¬ 
sumers.  The  cost-of-capital  method  of  fixing  the  rate  of 
return,  coupled  with  the  sliding-scale  arrangement,  will, 
in  the  opinion  of  the  Commission,  effectively  achieve  such 
a  balance. 

A.  Long-Term  Debt  Capital 

In  his  general  presentation  of  evidence  relating  to  the 
cost  of  long-term  debt  capital.  Commission  witness  Mc- 
Elfresh  introduced  data  (Exhibit  No.  22)  classified  as 
follows  : 

1.  Moody’s  bond  yield  averages  based  on  bonds  of  120 
domestic  corporations,  composite  and  according  to  ratings. 

2.  Moody’s  bond  yield  averages  based  on  bonds  of  120 
domestic  corporations,  under  three  principal  classes — 
namely,  industrials,  public  utilities,  and  railroads — and 
on  a  composite  basis. 

3.  Moody’s  bond  yield  averages  based  on  bonds  of  40 
public  utilities,  according  to  ratings. 

Witness  McElfresh  also  introduced  data  (Exhibit  No. 
23)  relating  to  bond  issues  of  electric  utilities  during  the 
years  1942  and  1943,  reflecting  the  cost  to  the  issuing  com¬ 
panies  and  the  yield  to  the  buyers  applicable  to  the  issues 
by  ratings. 

The  evidence  shows  that  the  yield  on  long-term  debt 
capital  has  declined  sharply  in  recent  years.  For  instance, 
the  yield  on  ten  public  utility  bond  issues  rated  AAA  (the 
rating  presently  applied  to  Pepco  bonds)  in  1920  was 
6.53%,  while  in  September  1943  the  yield  on  similarly  clas¬ 
sified  bonds  was  but  2.64%.  (See  Exhibit  No.  22.)  A 
corresponding  decline  was  experienced  in  yield  on  public 
utility  bonds  having  lower  ratings. 

The  evidence  also  shows  that  during  the  year  1942,  two 
issues  of  electric  utility  bonds  having  a  rating  of  AAA, 
in  the  aggregate  principal  amount  of  $20,000,000,  were 
sold  at  a  cost  to  the  issuing  companies  of  2.82%. 
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The  presently  outstanding  long-term  debt  of  Pepco,  and 
the  effective  interest  rate,  by  issues,  is  shown  in  the  fol¬ 
lowing  tabulation: 


Issue 

First  Mortgage,  3*4%,  due  July  1,  1966: 

Issued  July  1,  1936.._ _ _ _ _ _ 

Issued  November  29,  1937 . . 


First  Mortgage,  314%,  due  December  1,  1974: 

Issued  December  1,  1939  - - - 

First  Mortgage,  3*4%,  due  August  1,  1975: 

Issued  September  11,  1940 . . . . . . . . 

Issued  December  11,  1940 - - - 

Issued  March  11,  1941  - 


First  Mortgage,  3*4%,  due  August  1,  1977: 
Issued  September  4,  1942 - - 

Total  _ 


Effective 

Principal 

Interest 

Amount 

Rate 

...$15,000,000 

3.217% 

..  5,000,000 

3.267 

$20,000,000 

3.230% 

...$  5,000,000 

2.991% 

....$  3,334,000  2.796% 

„  3,332,000  2.795 

....  3,334,000  2.794 


$10,000,000 

2.795% 

..$  5,000,000 

2.635% 

..$40,000,000 

3.008% 

The  Commission  finds  that,  for  the  purposes  of  this  pro¬ 
ceeding,  the  cost  of  long-term  debt  capital  of  Pepco  is 
3.008%. 

B.  Preferred-Stock  Capital 

Evidence  was  presented  by  Commission  witness  McEl- 
fresh  (Exhibit  No.  24)  bearing  upon  the  cost  to  issuing 
companies  and  yield  to  the  public  of  recently  issued  pre¬ 
ferred  stocks  of  electric  utilities.  This  evidence  shows  that 
during  the  year  1942  preferred  stocks  were  issued  by  four 
electric  utilities,  at  a  weighted  average  cost  of  4.93%  to 
the  issuing  companies,  and  at  a  weighted  average  yield  of 
4.82%  to  the  purchasers.  The  cost  to  the  four  companies 
involved  ranged  from  4.00%  to  6.60%.  During  the  year 
1943,  four  additional  issues  were  sold  at  a  weighted  average 
cost  of  4.53%,  and  a  weighted  average  yield  of  4.38%.  With 
respect  to  these  issues,  the  cost  to  the  issuing  companies 
ranged  from  3.93%  to  5.37%. 
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The  cumulative  preferred  stock  of  Pepco  now  outstanding 
consists  of  20,000  shares  of  6%  Series  of  1925  and  50,000 
shares  of  5%%  Series  of  1927.  The  net  proceeds  from 
the  sale  of  the  6%  Series  amounted  to  $1,933,891.77,  and 
$4,804,393.49  was  realized  from  the  sale  of  the  51/4%  Series. 

Schedule  3  of  Exhibit  26  introduced  by  witness  Mc- 
Elfresh  shows  that  the  annual  cost  of  the  $7,000,000  of 
preferred-stock  capital  of  Pepco  now  outstanding  is  5.862% 
per  annum.  This  figure  was  determined  by  relating  the 
annual  dividends  to  the  net  proceeds  derived  from  the 
sale  of  these  securities.  The  annual  cost  of  5.862%  is  con¬ 
siderably  higher  than  the  cost  of  recently  issued  preferred 
stocks  of  electric  utilities  of  comparable  investment  quali¬ 
ties.  This  fact  was  pointed  out  by  the  Commission’s  wit¬ 
ness  who  stated  that  in  his  opinion  the  $7,000,000  of  pre¬ 
ferred  stock  now  outstanding  could  be  called  and  a  new 
issue  floated  at  a  cost  of  not  more  than  5%  per  annum  in¬ 
cluding  the  7%  call  premium.  This  opinion  is  shared  by 
Pepco  and  by  the  other  parties  to  this  proceeding.  Thus, 
it  appears  that  5%  is  a  reasonable  allowance  for  the  cost 
of  preferred-stock  capital,  and  the  Commission  so  finds. 

C.  Equity  Capital 

As  previously  indicated,  the  principal  difficulty  en¬ 
countered  in  the  cost-of -capital  method  of  determining  a 
fair  rate  of  return  relates  to  the  equity  capital  component 
of  the  total  invested  capital.  Commission  witness  McEl- 
fresh  introduced  evidence  and  testified  at  length  on  this 
subject.  Pepco  witness  Dunn  also  presented  extensive 
testimony  relative  to  the  treatment  to  be  accorded  equity 
capital  in  a  cost-of-capital  study. 

Pepco  presently  has  outstanding  90,000  shares  of  com¬ 
mon  stock  of  $100  par  value  per  share,  all  of  which  is  owned 
by  its  immediate  parent,  Washington  Railway  and  Electric 
Company.  The  recorded  book  equity  applicable  to  this 
stock  as  at  September  30,  1943  (the  date  as  of  which  the 
cost-of-capital  study  was  made)  was  as  follows : 
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Common  Stock 

90,000  shares  at  $100  par  value  per  share . $  9,000,000 

Earned  Surplus  . . . . . . . .  29,088,514 


Total  Equity,  per  books . . . . . $38,088,514 


In  his  calculation,  Commission  witness  McElfresh  made 
various  adjustments,  not  opposed  by  Pepco,  to  the  amount 
of  equity  recorded  on  its  books,  which  adjustments  are  ex¬ 
plained  immediately  below : 

1.  Elimination  from  the  common  capital  account  of 

$1,000,000. 

Explanation — Of  the  90,000  shares  of  common  stock  out¬ 
standing,  10,000  shares  were  issued  in  the  year  1912  for 
certain  rights  in  a  power  site  located  at  the  Great  Falls  on 
the  Potomac  River.  The  title  to  this  site  has  not  yet  been 
vested  in  Pepco.  The  site  has  not  been  developed.  This 
investment  of  $1,000,000  has  never  been  included  in  the  rate 
base. 

2.  Deduction  of  the  amount  of  $3,429.46  from  the  common 
capital  account. 

Explanation — This  amount  represents  capital  stock  ex¬ 
pense  recorded  on  the  books  of  Pepco  at  September  30, 
1943. 

3.  Addition  to  earned  surplus  in  the  amount  of 

$194,615.21. 

Explanation — This  adjustment  is  made  in  order  to  re¬ 
store  to  earned  -surplus,  for  the  purposes  of  the  cost-of- 
capital  determination,  unamortized  debt  discount  and  ex¬ 
pense  applicable  to  refunded  debt  issues,  which  amount 
had  previously  been  written  oil  the  books  of  Pepco. 

4.  Addition  to  earned  surplus  in  the  amount  of 

$160,415.00. 

Explanation — This  adjustment  is  made  in  order  to  re¬ 
store  to  earned  surplus,  for  the  purposes  of  the  cost-of- 
capital  determination,  discount  and  expense  applicable  to 
preferred-stock  issues,  which  amount  had  previously  been 
written  off  the  books  of  Pepco. 

As  a  result  of  the  adjustments  enumerated  above,  the 
common-stock  equity  is  considered  to  be  $37,440,115.16  for 
the  purpose  of  calculating  the  average  cost  of  invested  capi¬ 
tal  as  at  September  30,  1943. 
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It  is  deemed  appropriate  to  explain  at  this  point  that,  at 
the  time  the  reclassification  of  the  fixed  capital  accounts 
of  Pepco  was  completed  in  accordance  with  orders  issued 
by  the  Federal  Power  Commission  and  by  this  Commission, 
all  differences  between  original  cost  and  the  book  cost  of 
property  were  eliminated  from  the  plant  account  of  Pepco, 
with  corresponding  charges  against  earned  surplus  and 
other  appropriate  accounts.  Thus,  no  inflationary  or  im¬ 
proper  amounts  are  reflected  in  the  equity  capital  as  pres¬ 
ently  constituted  and  used  in  this  study  of  cost  of  invested 
capital. 

In  connection  with  his  study  of  the  return  to  be  allowed 
on  equity  capital  in  a  cost-of -capital  computation,  the  Com¬ 
mission’s  witness  presented  statistics  (Exhibit  No.  25) 
setting  forth  the  earnings-price  ratios  and  the  dividend- 
price  ratios  applicable  to  the  common  stocks  of  14  selected 
electric  operating  utilities.  The  utility  companies  selected 
comprise  a  substantially  complete  list  of  electric  operating 
companies  whose  common  stocks  are  traded  on  national 
exchanges.  They  operate  in  various  sections  of  the  country. 

It  is  recognized  by  the  Commission  that  the  results  ob¬ 
tained  by  comparisons  are  not  in  themselves  conclusive. 
They  do  serve  a  useful  purpose,  however,  as  a  guide  in  the 
exercise  of  the  judgment  necessary  in  reaching  a  final  deter¬ 
mination.  In  the  present  instance,  the  Commission  does 
not  have  the  benefit  of  actual  experience  relating  to  in¬ 
vestor  appraisal  of  the  common  stock  of  Pepco,  as  none  of 
this  stock  is  traded  on  the  open  market.  However,  from  a 
statistical  standpoint,  Pepco  compares  more  than  favorably 
with  the  average  of  the  14  electric  utilities,  on  such  points 
as  coverage  for  income  deductions  and  preferred-stock 
dividend  requirements,  ratio  of  common-stock  equity  to 
total  capitalization,  and  the  proportion  of  gross  income 
available  for  common  stock. 

The  earnings-price  ratios  and  the  dividend-price  ratios 
were  calculated  by  Commission  witness  McElfresh  for  the 
years  1939,  1940,  1941,  and  1942,  for  the  12  months  ended 
September  30,  1943,  and  for  the  3  months  October  to  De- 
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cember  1943,  inclusive.  The  average  of  the  high  and  low 
prices  during  each  of  the  periods  was  first  obtained  and 
related  to  the  earnings  for  the  period  in  order  to  derive 
tte  pertinent  ratios.  Next,  a  simple  average  and  a 
weighted  average  of  such  ratios  were  calculated  for  the 
entire  period.  These  calculations  resulted  in  a  simple 
average  earnings-price  ratio,  for  the  six  periods  covered, 
of  7.77%  and  a  weighted  average  earnings-price  ratio  of 
7.82%.  Dividend-price  ratios  obtained  were  6.73%  on  a 
simple  average  basis  and  6.89%  on  a  weighted  average 
basis. 

Objection  was  raised  by  Pepco  to  the  use  of  interim 
income  figures  for  the  12  months  ended  September  30, 1943, 
and  to  the  calculation  of  earnings-price  ratios  for  two 
periods  during  the  year  1943.  Pepco  witness  Dunn  made 
a  new  calculation  based  on  the  data  shown  on  Exhibit  No. 
25,  using  income  for  the  year  1943  related  to  the  average 
of  high  and  low  prices  during  the  same  year.  This  calcu¬ 
lation  (Exhibit  No.  63)  increased  the  simple  average  shown 
on  Exhibit  No.  25  from  7.77%  to  7.88%  and  the  weighted 
average  from  7.82%  to  8.04%.  The  combining  of  the  twm 
1943  periods  used  in  Exhibit  No.  25  tends  to  lessen  the 
effect  on  earnings-price  ratios  of  the  general  increase 
in  the  price  of  common  stocks  which  occurred  in  the  latter 
part  of  the  first  quarter  of  1943  and  which  has  continued 
generally  at  the  same  level  to  the  present  time.  In  order 
to  give  proper  weight  to  the  current  conditions  of  the 
market,  witness  McElfresh  recalculated  the  data  shown 
on  Exhibit  No.  25,  by  combining  the  two  1943  periods  used 
thereon  and  using  income  for  the  year  1943  instead  of  for 
the  12  months  ended  September  30,  and  made  a  further 
calculation  based  on  earnings  for  1943  and  the  average  of 
high  and  low  prices  obtaining  from  January  1  to  March 
18,  1944.  This  calculation  (R.  2235)  produced  a  simple 
and  weighted  average  of  7.70%. 

The  Commission,  after  weighing  all  the  evidence  on  this 
matter,  concludes  and  finds  that  a  return  of  8%  on  the 
common-stock  equity  constitutes  a  liberal  return  and  is 
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commensurate  with  returns  on  investments  in  other  enter¬ 
prises  having  corresponding  risks.  This  return  is  suffi¬ 
cient  to  assure  confidence  in  the  financial  integrity  of  Pepco 
and  will  attract  capital  for  future  public  needs. 

D.  Conclusions  as  to  Rate  of  Return  Based  upon 
Cost  of  Capital  Invested 

The  average  cost  of  invested  capital  of  Pepco  as  at  Sep¬ 
tember  30,  1943  is  summarized  below: 

Cost  on  an  Annual 
Invested  Basis 

Source  of  Funds  Capital  Rate  Amount 

Long-Term  Debt  . . . . . . $41,579,545  3.008%  $1,250,713 

Preferred  Stock  . . . . . .  6,738,285  5.862  395,000 

Common-Stock  Equity: 

Common  Stock  . . $8,996,571 

Less — Investment  in  Great 


Falls  Power  Site  .  1,000,000 

7,996,571 


Earned  Surplus  . 29,443,544 

37,440,115 

8.000 

2,995,209 

Customers’  Deposits — Active  . 

...  1,160,769 

5.000 

58,038 

Interest  Accrued — Active  Deposits  . . 

Customers’  Deposits — Inactive  . 

Interest  Accrued — Inactive  Deposits  . 

292,504 

30,675 

17,144 

$87,259,037 

5.385% 

$4,698,960 

The  foregoing  tabulation  includes  the  presently  out¬ 
standing  preferred  stock  at  its  current  annual  cost  to 
Pepco.  As  already  determined,  the  Commission  is  of  the 
opinion  that,  for  this  study,  a  cost  of  5%  more  accurately 
reflects  a  reasonable  allowance  for  cost  of  preferred  stock 
of  Pepco.  After  giving  effect  to  this  adjustment,  the  over¬ 
all  cost  of  invested  capital  becomes  5.319%. 

After  careful  consideration  of  the  record  in  this  proceed¬ 
ing  and  in  view  of  the  favorable  financial  position  of  Pepco, 
the  prospects  for  continued  growth  of  population  in  the 
territory  served  by  it,  and  the  cost  of  invested  capital  as 
set  forth  above,  the  Commission  concludes  and  finds  that 
a  basic  rate  of  return  of  51/2%  is  fair  and  reasonable.  This 
rate,  when  applied  in  the  modified  sliding-scale  arrange¬ 
ment  prescribed  herein,  will,  in  the  opinion  of  the  Com- 
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mission,  meet  the  oft-repeated  judicial  requirement5  that 
the  return  to  a  utility  be  such  as  to  enable  it  (under  efficient 
and  economical  management)  to  meet  all  of  its  capital 
obligations  and  to  provide  an  amount  for  the  payment  of 
reasonable  dividends  and  the  retention  in  surplus  of  a 
reasonable  amount  of  earnings,  thus  maintaining  its  credit 
and  enabling  it  to  continue  to  attract  capital  on  favorable 
terms  for  the  proper  discharge  of  its  public  duties.  Should 
a  rate  base  other  than  one  premised  on  original  cost  or 
prudent  investment  be  used,  the  rate  of  return  would  be 
substantially  less  than  that  determined  herein  to  be  rea¬ 
sonable. 

METHOD  OF  EFFECTING  RATE  ADJUSTMENTS 

During  the  present  proceeding,  the  following  questions 
were  raised  for  the  consideration  of  the  Commission  in 
connection  with  the  method  of  effecting  rate  adjustments: 

1.  Whether  rate  adjustments  should  be  based  upon  actual 
operating  experience  or  upon  forecasts  of  future  operating 
results. 

2.  What  portion  of  excess  of  return  should  be  applied 
to  rate  reductions. 

3.  Whether  rate  adjustments  are  to  be  reflected  in  gross 
operating  revenues  or  net  operating  income. 

The  present  sliding-scale  arrangement  uses  the  results  of 

operations  during  a  test  year  (which  is  the  calendar  year) 

in  order  to  ascertain  the  return  earned  on  the  rate  base. 

The  record  does  not  contain  anv  sound  reason  for  the 

* 

abandonment  of  this  practice.  The  only  alternative  would 
be  the  adoption  of  the  forecast  method,  which  at  best  is 
i  conjectural  and  unreliable,  and  which  is  particularly  vul¬ 
nerable  in  these  respects  during  such  periods  of  uncer¬ 
tainty  as  now  prevail.  The  experience  of  the  Commission 
during  the  early  years  of  sliding-scale  operation,  when  it 

5  See  for  example:  Blue-field  Water  Works  &  Improvement  Co.  v.  Public  Serv¬ 
ice  Comm.  (1923),  262  TJ.  S.  679;  United  Railway  Electric  Co.  v.  West , 
2S0  U.  S.  234;  Federal  Power  Commission  v.  Hope  Natural  Gas  Company, 
320  U.  S.  591. 


was  necessary  to  project  earnings  and  rate  base  over  a 
portion  of  the  test  year,  demonstrated  the  unreliability  of 
such  projection.  The  record  shows  that  budget  estimates 
of  the  Company  require  constant  review  and  revision, 
which  again  demonstrates  the  unreliability  of  rate  determi¬ 
nations  based  upon  prognostications.  Therefore,  the  Com¬ 
mission  finds  that  the  continued  use  of  a  test  period  for 
the  determination  of  rate  adjustments  is  sound  and  fair  to 
both  Pepco  and  the  ratepayers,  as  it  provides  through 
actual  experience  a  set  of  known  and  indisputable  facts. 

The  provisions  of  the  sliding-scale  arrangement  relating 
to  the  portion  of  the  excess  of  return  which  should  be 
applied  to  rate  reductions  have  been  set  forth  in  detail  on 
page  5  herein.  The  question  to  be  resolved  is  whether 
these  provisions  should  be  retained  with  appropriate  modi¬ 
fication  by  reason  of  the  change  in  the  basic  rate  of  return, 
or  whether  all  of  the  earnings  in  excess  of  the  basic  return 
shall  be  applied  as  the  basis  for  rate  adjustments  in  the 
ensuing  year.  In  the  orthodox  or  traditional  rate-making 
process  it  is  general  practice  to  determine  the  earnings  in 
excess  of  the  allowed  return  during  a  test  period  and  then 
attempt  to  fix  rates  which,  it  is  hoped,  will  yield  only  the 
allowed  return.  In  this  process  there  are  many  factors 
which  operate  as  incentives  to  the  utility,  such  as  a  rate 
base  higher  than  the  actual  investment,  the  knowledge  that 
the  rates  prescribed  will  obtain  for  a  period  of  several 
years,  and  the  fact  that  larger  returns  flowing  from  in¬ 
creased  volume  of  business  and  operating  economies  will 
inure  solelv  to  the  benefit  of  the  utilitv. 

In  the  sliding-scale  arrangement,  particularly  in  view  of 
our  adoption  of  an  original-cost  of  prudent-investment  rate 
base,  the  establishment  of  a  basic  rate  of  return  predicated 
in  major  part  upon  the  cost  of  invested  capital,  and  pro¬ 
vision  for  the  annual  adjustment  of  rates,  the  incentives 
present  in  the  traditional  rate-making  process,  to  a  large 
degree,  have  been  eliminated.  In  view  of  these  facts,  the 
Commission  is  of  the  opinion  that  the  use  of  all  earnings  in 
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excess  of  the  return  allowed  at  the  basic  rate  of  return  as  a 
rate  reduction  is  not  warranted  and  that  the  present  method 
of  using  only  a  portion  of  such  excess  earnings  as  a  basis 
for  reduction  of  rates  should  be  continued,  with  the  modi¬ 
fications  necessary  by  reason  of  the  reduced  basic  rate  of 
return.  It  is  here  pertinent  to  point  out  that  the  return 
at  the  basic  rate  of  51/1>%  of  the  rate  base  is  not  the  actual 
return  allowed  the  Company  before  any  reduction  is  made 
in  rates  for  the  ensuing  rate  year,  but  is  that  amount  plus 
a  portion  of  the  earnings  in  excess  of  such  return.  During 
the  year  under  consideration,  the  allowed  return  is  there¬ 
fore  5.82%.  Hence,  it  is  evident  that  the  use  of  only  a 
portion  of  the  earnings  in  excess  of  the  basic  return  oper¬ 
ates  not  only  as  an  incentive  to  Pepco,  but  as  a  safety 
factor  upon  the  Commission’s  judgment. 

With  respect  to  the  third  question,  which  relates  to  the 
method  of  applying  rate  adjustments,  reference  is  again 
made  to  the  provisions  covering  this  point  which  are  set 
forth  on  page  5  herein,  as  well  as  to  the  original  provisions 
of  the  consent  decree  set  forth  on  page  4.  It  is  clear  that 
the  rate  reductions  effected  under  the  operation  of  the  slid¬ 
ing  scale  have  been  in  strict  accord  with  these  provisions. 
In  other  words,  the  arrangement  provides  that  the  rate 
reduction  shall  be  applied  against  the  gross  operating  reve¬ 
nues  of  Pepco,  rather  than  against  its  net  operating  income. 

In  this  proceeding,  the  Commission  has  given  careful 
consideration  to  the  evidence  on  this  question,  to  all  of  the 
factors  embraced  by  the  sliding-scale  arrangement,  and  to 
the  overall  effect  of  the  various  modifications  proposed 
herein.  Because  of  the  high  level  of  income  taxes  now  in 
effect,  particularly  where  a  utility  is  subject  to  excess 
profits  taxes,  it  is  obvious  that  a  substantial  reduction  in 
gross  operating  revenue  would  have  only  a  nominal  effect 
upon  net  operating  income.  That  this  conclusion  is  war¬ 
ranted  with  respect  to  Pepco  is  clearly  demonstrated  by 
the  record  in  this  proceeding.  To  continue  to  apply  rate 
reductions  to  gross  operating  revenues  rather  than  to  net 
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operating  income  would  provide  an  additional  return  over 
and  above  that  found  to  be  fair  and  reasonable.  It  is  rec¬ 
ognized  that  in  the  event  future  earnings  should  fall  below 
the  basic  rate  of  return,  the  upward  adjustment  of  rates 
would  include  provision  for  increased  income  taxes  that 
would  be  occasioned  thereby.  However,  the  Commission 
concludes,  in  view  of  the  facts  set  forth  above,  that  the 
amount  found  to  be  available  for  rate  adjustments  should 
be  reflected  in  the  net  operating  income  of  Pepco  by  giving 
proper  recognition  to  the  effect  upon  its  income-tax  liability 
resulting  from  the  decrease  or  increase  in  gross  revenues, 
and  that  the  sliding-scale  arrangement  should  be  modified 
accordingly.  A  reduction  in  gross  revenues,  of  course,  re¬ 
sults  in  a  reduction  of  all  taxes  relating  to  income,  but, 
because  of  the  relatively  minor  effect  of  rate  changes  on 
all  taxes  except  Federal  income  and  excess  profits  taxes, 
the  Commission  finds  that  the  effect  upon  Federal  income 
and  excess  profits  taxes  only  should  be  considered  in  deter¬ 
mining  rate  adjustments. 

The  Commission  finds  that  rate  adjustments  should  be 
predicated  upon  the  results  of  operation  during  the  test 
year  (calendar  year).  Whereas  the  present  arrangement 
provides  that  rate  adjustments  shall  be  absorbed  over  a 
10-month  period,  commencing  March  1  of  each  rate  year, 
the  Commission  finds  that  it  would  be  more  equitable  to 
spread  such  adjustments  over  the  entire  rate  year,  and 
that  the  sliding-scale  arrangement  should  be  so  modified. 

RATE  REDUCTION  WARRANTED 

In  view  of  the  conclusions  drawn  and  the  findings  made 
herein,  the  Commission  further  finds  that  a  reduction  in 
rates  in  the  aggregate  amount  of  $1,037,189  is  warranted. 

The  following  tabulation  will  serve  to  demonstrate  the 
method  by  which  the  amount  of  the  rate  reduction  has  been 
determined : 


Gross  operating  revenues  . 

Amortization  of  Impounded  Fund 
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$22,531,096.22 

16,332.42 


-  $22,547,428.64 

Operating  Revenue  Deductions: 

Operation  and  Maintenance  . . . $10,581,524.22 

Depreciation  Accrual  . . . . . .  2,529,044.77 

Amortization  of  Emergency  Facilities  .  229,673.82 

Taxes,  other  than  Federal  Income  and 

Excess  Profits  Taxes  . . . . . . .  1,834,311.17 

Federal  Income  and  Excess  Profits  Taxes  .  2,416,000.58 

-  17,590,554.56 


Net  Operating  Income  . . . . . .... . . . $  4,956,874.08 

Return  @  5  on  Rate  Base  of  $80,771,719.04  6 . .  4,442,444.55 


Earnings  in  Excess  of  Basic  Return . . . . . . $  514,429.53 

Reduction  in  Net  Income  Necessary  .  257,214.77 

Savings  in  Federal  Income  and  Excess  Profits  Taxes 

Resulting  from  Reduction  in  Net  Income  . . .  779,974.517 


Rate  Reduction  . . . . . $  1,037,189.28 


<>  Weighted  gross  rate  base  (See  page  20) . . . . $98,615,839.52 

Less: 

Depreciation  reserve  adjusted  and  'weighted — 

Book  reserve  12/31/42  (See  p.  22) . $16,667,163.19 

Book  adjustment  of  above  balance  .  (52,791.84) 

Accrual  for  year  1943,  weighted  . . .  1,300,448.48 

Amortization  of  Emergency  Facilities 

for  1942  and  1943,  weighted .  114,836.91 

Net  Retirement  Losses 

during  1943,  weighted  .  (185,536.26) 

-  17,844,120.48 


Depreciated  Rate  Base  for  year  1943,  weighted . . . $80,771,719.04 

The  unweighted  Rate  Base  at  12/31/43  amounts  to  . $83,279,955.77 

7  Calculated  as  follows: 

Pepco ’s  income  subject  to  excess  profits  tax  for  the  year  1943  amounted  to 
$890,484.86,  which,  if  eliminated,  would,  at  the  excess  profits  tax  net  rate  of 
81%,  effect  a  reduction  in  net  income  of  $169,192.12  or  a  tax  savings  of 
$721,292.74.  To  further  reduce  net  income  by  the  difference  between  the  total 
necessary  reduction  of  $257,214.77  and  the  reduction  in  net  of  $169,192.12  set 
forth  above,  or  $88,022.65,  a  reduction  in  gross  revenue  or  taxable  income  of 

88,022.65 

$146,704.42  would  be  necessary  ( - x  100).  The  combined  normal  and 

60 

surtax  rate  of  40%  applied  to  this  amount  produces  a  tax  savings  of  $58,681.77, 
which,  together  with  the  $721,292.74  set  forth  above,  produces  the  total  tax 
savings  of  $779,974.51. 

In  arriving  at  the  amount  of  net  operating  income  shown 
in  the  foregoing  tabulation,  the  recorded  costs  of  operation 
and  maintenance  have  been  reduced  by  $33,210.06  as  set 
forth  in  detail  on  Schedule  3  of  Exhibit  No.  12.  Federal 
income  and  excess  profits  taxes  reflect  the  total  liability  of 
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the  Company  for  the  year  1943  on  a  consolidated  basis.  Ad¬ 
justment  of  an  over-accrual  for  the  year  1942  in  the  amount 
of  $35,571.79  is  also  reflected  in  the  Federal  income  and 
excess  profits  tax  figure  shown  in  the  foregoing  tabulation. 

The  recorded  net  income  of  Pepco  for  the  year  1943 
amounted  to  $4,181,453.11  (Exhibit  No.  73).  After  adjust¬ 
ing  for  the  additional  accrual  for  depreciation  found  herein 
to  be  necessary,  the  adjusted  net  income  would  amount  to 
$3,902,308.66.  Giving  effect  to  the  rate  reduction  of 
$1,037,189.28  determined  herein  to  be  necessary,  and  to 
the  estimated  savings  in  Federal  income  and  excess  profits 
taxes  of  $779,974.51  which  would  result  from  such  a  reduc¬ 
tion  in  revenues,  the  pro  forma  net  income  would  amount  to 
$3,645,093.89.  After  providing  for  preferred  dividend 
requirement  of  $395,035.11,  the  remaining  $3,250,058.78 
would  provide  a  return  of  8.91%  on  the  common-stock 
equity  of  Pepco  at  December  31,  1943.  Such  a  return,  in 
the  opinion  of  the  Commission,  will  enable  Pepco  to  main¬ 
tain  its  financial  integrity,  to  attract  capital,  and  to  com¬ 
pensate  its  investors  for  the  risks  assumed. 

CONCLUSION 

After  full  consideration  of  the  entire  record  and  briefs  in 
this  proceeding,  the  Commission  concludes  and  finds  that 
the  modifications  of  the  sliding-scale  arrangement  pre¬ 
scribed  herein  are  in  accord  with  law  and  just  and  reason¬ 
able;  and  that  the  rate  reduction  .herein  set  forth  and 
resulting  from  the  application  of  the  sliding-scale  arrange¬ 
ment  as  so  modified  to  the  operations  of  Pepco  during  the 
test  year  ended  December  31,  1943  will  produce  just  and 
reasonable  rates,  and  enable  the  Company  to  earn  a  fair 
return. 

An  appropriate  order  will  issue. 

By  the  Commission : 

E.  J.  Milligan, 

Executive  Secretary. 
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$22,547,428.64 


17,590,554.56 

Net  Operating  Income  . - . . . _. . . . . . $  4,956,874.08 

Return  @  5V2%  on  Rate  Base  of  $80,771,719.04  e .  4,442,444.55 

Earnings  in  Excess  of  Basic  Return . . . . . . . . . . $  514,429.53 

Reduction  in  Net  Income  Necessary  . . . .  257,214.77 

Savings  in  Federal  Income  and  Excess  Profits  Taxes 

Resulting  from  Reduction  in  Net  Income  . . . .  779,974.51” 

Rate  Reduction  . . . . . . . $  1,037,189.28 


6  Weighted  gross  rate  base  (See  page  20) . . . . . $98,615,839.52 

Less: 

Depreciation  reserve  adjusted  and  ■weighted — 

Book  reserve  12/31/42  (Sec  p.  22) . $16,667,163.19 

Book  adjustment  of  above  balance  .  (52,791.84) 

Accrual  for  year  1943,  weighted  .  1,300,448.48 

Amortization  of  Emergency  Facilities 

for  1942  and  1943,  weighted .  114,836.91 

Net  Retirement  Losses 

during  1943,  weighted  . . .  (185,536.26) 

-  17,844,120.48 

Depreciated  Rate  Base  for  year  1943,  weighted  . . . $80,771,719.04 

The  unweighted  Rate  Base  at  12/31/43  amounts  to . . $83,279,955.77 

7  Calculated  as  follows : 

Pepco ’s  income  subject  to  excess  profits  tax  for  the  year  1943  amounted  to 
$S90,484.S6,  which,  if  eliminated,  would,  at  the  excess  profits  tax  net  rate  of 
81%,  effect  a  reduction  in  net  income  of  $169,192.12  or  a  tax  savings  of 
$721,292.74.  To  further  reduce  net  income  by  the  difference  between  the  total 
necessary  reduction  of  $257,214.77  and  the  reduction  in  net  of  $169,192.12  set 
forth  above,  or  $88,022.65,  a  reduction  in  gross  revenue  or  taxable  income  of 

88,022.65 

$146,704.42  would  be  neeessarv  ( - x  100).  The  combined  normal  and 

60 

surtax  rate  of  40%  applied  to  this  amount  produces  a  tax  savings  of  $58,681.77, 
which,  together  with  the  $721,292.74  set  forth  above,  produces  the  total  tax 
savings  of  $779,974.51. 

In  arriving  at  the  amount  of  net  operating  income  shown 
in  the  foregoing  tabulation,  the  recorded  costs  of  operation 
and  maintenance  have  been  reduced  by  $33,210.06  as  set 
forth  in  detail  on  Schedule  3  of  Exhibit  No.  12.  Federal 
income  and  excess  profits  taxes  reflect  the  total  liability  of 


Gross  operating  revenues  . $22,531,096.22 

Amortization  of  Impounded  Fund  . _ .  16,332.42 

Operating  Revenue  Deductions: 

Operation  and  Maintenance  . $10,581,524.22 

Depreciation  Accrual  . . . . .  2,529,044.77 

Amortization  of  Emergency  Facilities  . . .  229,673.82 

Taxes,  other  than  Federal  Income  and 

Excess  Profits  Taxes  . 1,834,311.17 

Federal  Income  and  Excess  Profits  Taxes  .  2,416,000.58 


1311 


the  Company  for  the  year  1943  on  a  consolidated  basis.  Ad¬ 
justment  of  an  over-accrual  for  the  year  1942  in  the  amount 
of  $35,571.79  is  also  reflected  in  the  Federal  income  and 
excess  profits  tax  figure  shown  in  the  foregoing  tabulation. 

The  recorded  net  income  of  Pepco  for  the  year  1943 
amounted  to  $4,181,453.11  (Exhibit  No.  73).  After  adjust¬ 
ing  for  the  additional  accrual  for  depreciation  found  herein 
to  be  necessary,  the  adjusted  net  income  would  amount  to 
$3,902,308.66.  Giving  effect  to  the  rate  reduction  of 
$1,037,189.28  determined  herein  to  be  necessary,  and  to 
the  estimated  savings  in  Federal  income  and  excess  profits 
taxes  of  $779,974.51  which  would  result  from  such  a  reduc¬ 
tion  in  revenues,  the  pro  forma  net  income  would  amount  to 
$3,645,093.89.  After  providing  for  preferred  dividend 
requirement  of  $395,035.11,  the  remaining  $3,250,058.78 
would  provide  a  return  of  8.91%  on  the  common-stock 
equity  of  Pepco  at  December  31,  1943.  Such  a  return,  in 
the  opinion  of  the  Commission,  will  enable  Pepco  to  main¬ 
tain  its  financial  integrity,  to  attract  capital,  and  to  com¬ 
pensate  its  investors  for  the  risks  assumed. 

CONCLUSION 

After  full  consideration  of  the  entire  record  and  briefs  in 
this  proceeding,  the  Commission  concludes  and  finds  that 
the  modifications  of  the  sliding-scale  arrangement  pre¬ 
scribed  herein  are  in  accord  with  law  and  just  and  reason¬ 
able;  and  that  the  rate  reduction  .herein  set  forth  and 
resulting  from  the  application  of  the  sliding-scale  arrange¬ 
ment  as  so  modified  to  the  operations  of  Pepco  during  the 
test  year  ended  December  31,  1943  will  produce  just  and 
reasonable  rates,  and  enable  the  Company  to  earn  a  fair 
return. 

An  appropriate  order  will  issue. 

By  the  Commission : 

E.  J.  Milligan, 

Executive  Secretary. 
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PUBLIC  UTILITIES  COMMISSION  OF  THE 
DISTRICT  OF  COLUMBIA 

Order  No.  2796 

July  22,  1944. 

P.  U.  C.  No.  3362 
Formal  Case  No.  335 
P.  U.  C.  No.  3377 
Formal  Case  No.  338 
In  the  Matters  of 

Potomac  Electric  Power  Company 

Sliding-Scale  Arrangement  and  Investigation  of  Rates, 

Tolls,  Charges,  Rules,  Regulations,  and  Conditions  of 

Service 

In  accordance  with  the  findings  and  opinion  rendered  in 
these  proceedings, 

it  is  ordered: 

Section  1.  That  the  existing  sliding-scale  arrangement 
for  electric  rate  adjustments  be,  and  it  is  hereby,  modified 
in  accordance  with  the  findings  and  opinion  in  these  pro¬ 
ceedings. 

Section  2.  That  Potomac  Electric  Power  Company  be, 
and  it  is  hereby,  directed  to  file  within  30  days  from  the 
date  hereof,  new  rate  schedules  which,  when  applied  to 
kwh  consumption  during  the  test  year  1943,  will  reduce  its 
gross  operating  revenues  by  the  amount  of  the  rate  reduc¬ 
tion  herein  found  to  be  necessary;  namely,  $1,037,189. 

Section  3.  That  such  new  schedules  ordered  to  be  filed 
in  Section  2  hereof,  when  approved  by  the  Commission, 
shall  be  in  force  and  effect  in  respect  to  all  meter  readings 
taken  on  and  after  March  1,  1944,  in  accordance  with  the 
provisions  of  the  sliding-scale  arrangement  as  modified 
by  the  findings  herein,  and  shall  continue  in  effect  until 
February  28,  1945,  or  until  further  order  of  this  Com¬ 
mission. 
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Section  4.  That  the  depreciation  reserve  recorded  on  the 
books  of  Potomac  Electric  Power  Company  as  of  December 
31,  1943  be  adjusted  in  accordance  with  the  findings  herein. 

Section  5.  That,  effective  January  1,  1944,  and  until 
further  order  of  this  Commission,  provision  for  deprecia¬ 
tion,  both  for  corporate  and  rate-making  purposes,  shall 
be  at  the  rate  of  2.7%  per  annum  of  the  recorded  cost  of 
depreciable  property. 

By  the  Commission: 


A  True  Copy : 

N.  H.  Hetzel, 
Chief  Clerk. 


E.  J.  Milligan, 

Executive  Secretary. 


[Filed  June  29,  1951] 

PUBLIC  UTILITIES  COMMISSION  OF  THE  DISTRICT  OF  COLUMBIA 

Order  No.  1193 
Formal  Case  No.  200 

September  28,  1933. 

In  the  Matter  of  Unification  of  The  Capital  Traction 
Company  and  Washington  Railway  and  Electric  Com¬ 
pany. 

Pursuant  to  notice  dated  September  11,  1933,  a  formal 
public  hearing  was  held  by  the  Public  Utilities  Commission 
on  Monday,  September  18,  1933,  for  the  purpose  of  con¬ 
sidering  proposed  Unification  of  The  Capital  Traction  Com¬ 
pany  and  the  Washington  Railway  and  Electric  Company 
in  accordance  with  Public  No.  47,  72d  Congress,  “Joint 
Resolution  To  authorize  a  merger  of  the  street  railway 
corporations  operating  in  the  District  of  Columbia,  and 
for  other  purposes”,  approved  January  14,  1933,  as 
amended  February  16,  1933.  The  proceedings  of  the 
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PUBLIC  UTILITIES  COMMISSION  OF  THE 
DISTRICT  OF  COLUMBIA 

Order  No.  2796 

July  22,  1944. 

P.  U.  C.  No.  3362 
Formal  Case  No.  335 
P.  U.  C.  No.  3377 
Formal  Case  No.  338 
In  the  Matters  of 

Potomac  Electric  Power  Company 

Sliding-Scale  Arrangement  and  Investigation  of  Rates, 

Tolls,  Charges,  Rules,  Regulations,  and  Conditions  of 

Service 

In  accordance  with  the  findings  and  opinion  rendered  in 
these  proceedings, 

it  is  ordered: 

Section  1.  That  the  existing  sliding-scale  arrangement 
for  electric  rate  adjustments  be,  and  it  is  hereby,  modified 
in  accordance  with  the  findings  and  opinion  in  these  pro¬ 
ceedings. 

Section  2.  That  Potomac  Electric  Power  Company  be, 
and  it  is  herebv,  directed  to  file  within  30  davs  from  the 
date  hereof,  new  rate  schedules  which,  when  applied  to 
kwh  consumption  during  the  test  year  1943,  will  reduce  its 
gross  operating  revenues  by  the  amount  of  the  rate  reduc¬ 
tion  herein  found  to  be  necessary;  namely,  $1,037,189. 

Section  3.  That  such  new  schedules  ordered  to  be  filed 
in  Section  2  hereof,  when  approved  by  the  Commission, 
shall  be  in  force  and  effect  in  respect  to  all  meter  readings 
taken  on  and  after  March  1,  1944,  in  accordance  with  the 
provisions  of  the  sliding-scale  arrangement  as  modified 
by  the  findings  herein,  and  shall  continue  in  effect  until 
February  28,  1945,  or  until  further  order  of  this  Com¬ 
mission. 
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Section  4.  That  the  depreciation  reserve  recorded  on  the 
books  of  Potomac  Electric  Power  Company  as  of  December 
31,  1943  be  adjusted  in  accordance  with  the  findings  herein. 

Section  5.  That,  effective  January  1,  1944,  and  until 
further  order  of  this  Commission,  provision  for  deprecia¬ 
tion,  both  for  corporate  and  rate-making  purposes,  shall 
be  at  the  rate  of  2.7%  per  annum  of  the  recorded  cost  of 
depreciable  property. 

By  the  Commission: 


A  True  Copy: 

N.  H.  Hetzel, 
Chief  Clerk. 


E.  J.  Milligan, 

Executive  Secretary. 


[Filed  June  29,  1951] 

PUBLIC  UTILITIES  COMMISSION  OF  THE  DISTRICT  OF  COLUMBIA 

Order  No.  1193 
Formal  Case  No.  200 

September  28,  1933. 

In  the  Matter  of  Unification  of  The  Capital  Traction 
Company  and  Washington  Railway  and  Electric  Com¬ 
pany. 

Pursuant  to  notice  dated  September  11,  1933,  a  formal 
public  hearing  was  held  by  the  Public  Utilities  Commission 
on  Monday,  September  18,  1933,  for  the  purpose  of  con¬ 
sidering  proposed  Unification  of  The  Capital  Traction  Com¬ 
pany  and  the  Washington  Railway  and  Electric  Company 
in  accordance  with  Public  No.  47,  72d  Congress,  “Joint 
Resolution  To  authorize  a  merger  of  the  street  railway 
corporations  operating  in  the  District  of  Columbia,  and 
for  other  purposes”,  approved  January  14,  1933,  as 
amended  February  16,  1933.  The  proceedings  of  the 
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hearing  were  reported  stenographically,  and  the  stenogra¬ 
pher’s  transcript  is  a  part  of  the  record  of  the  case. 

The  following  documents,  copies  of  which  are  attached  to 
and  made  part  of  this  order,  were  introduced  in  evidence 
by  representatives  of  the  street  railway  companies: 

1.  Definitive  Unification  Agreement  between  Wash¬ 
ington  Railway  and  Electric  Company  and  The 
Capital  Traction  Company 

2.  Certificate  of  Incorporation  of  the  Capital  Transit 
Company 

3.  Proposed  Power  Contract  between  the  Potomac 
Electric  Power  Company  and  Capital  Transit  Com¬ 
pany 

4.  Indemnity  Agreement  between  Washington  Railway 
and  Electric  Company  and  Capital  Transit  Com¬ 
pany 

The  detailed  provisions  of  the  agreements  and  the  Cer¬ 
tificate  of  Incorporation  were  studied  by  members  and 
other  representatives  of  the  Commission  prior  to  the  hear¬ 
ing,  and  in  the  light  of  the  testimony  and  statements  for¬ 
mally  presented  at  the  hearing.  Counsel  for  the  Commis¬ 
sion  and  the  People’s  Counsel  stated  at  the  hearing  that 
in  their  opinion  the  documents  are  in  proper  legal  form 
and  are  in  accordance  with  the  Joint  Resolution  referred 
to. 

The  Commission  has  received  official  notification,  in 
proper  form,  that  the  stockholders  of  The  Capital  Traction 
Company  and  the  Washington  Railway  and  Electric  Com¬ 
pany,  at  meetings  held  September  26,  1933,  approved  the 
said  Definitive  Unification  Agreement  by  a  vote  of  more 
than  a  majority  in  amount  of  the  stock  of  the  respective 
companies. 

The  Commission  is  of  the  opinion  that  a  merger  or  uni¬ 
fication  of  the  street  railway  systems  in  accordance  with 
the  terms  and  conditions  of  the  said  documents  will  be  in 
the  interest  of  the  public. 
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The  said  agreements  provide  for  the  issuance  of  securi¬ 
ties  and  the  assumption  of  certain  obligations  by  the  Capi¬ 
tal  Transit  Company.  On  September  27,  1933,  after  the 
formal  approval  of  the  said  Definitive  Unification  Agree¬ 
ment  by  the  stockholders  of  the  two  predecessor  corpora¬ 
tions,  application  was  made  to  the  Commission,  on  behalf 
of  the  Capital  Transit  Company,  for  the  approval  of  this 
security  issuance  and  of  the  liens  imposed  and  obligations 
assumed  under  the  said  agreements  and  as  provided  in  the 
Joint  Resolution.  These  matters  were  considered  in  detail 
by  the  Commission,  and  the  application  was  found  to  be  in 
accordance  with  law  and  in  the  public  interest. 

It  is,  accordingly, 

Ordered: 

(1)  That,  under  the  authority  of  the  Joint  Resolution 
of  the  Congress  of  the  United  States,  approved  January  14, 
1933,  as  amended  February  16,  1933,  formal  approval  be 
given  to  “Definitive  Unification  Agreement  between  Wash¬ 
ington  Railway  and  Electric  Company  and  The  Capital 
Traction  Company”  dated  September  26,  1933,  copy  of 
which  is  attached  to  and  made  part  of  this  order. 

(2)  That  formal  approval  be  given  to  “Certificate  of 
Incorporation  of  the  Capital  Transit  Company”,  copy  of 
which  is  attached  to  and  made  part  of  this  order. 

(3)  That  formal  approval  be  given  to  the  Power  Con¬ 
tract  as  proposed  between  the  Potomac  Electric  Power 
Company  and  the  Capital  Transit  Company,  copy  of  which 
is  attached  to  and  made  part  of  this  order. 

(4)  That  formal  approval  be  given  to: 

a.  The  issuance  of  240,000  shares  of  common  stock 
of  the  Capital  Transit  Company  at  a  par  value  of  $100 
per  share. 

b.  The  assumption  of  mortgage  and  other  obliga¬ 
tions  and  the  provision  for  the  securing  thereof  as  set 
forth  in  detail  in  the  attached  Definitive  Unification 
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Agreement,  Articles  of  Incorporation  and  Indemnity 
Agreement. 

(5)  That  the  effective  date  of  said  Definitive  Unification 
Agreement  shall  be  12:01  o’clock,  A.  M.,  December  1,  1933, 
and  the  date  of  closing  as  defined  in  said  Definitive  Uni¬ 
fication  Agreement  shall  be  December  1,  1933. 

(6)  That  this  order  take  effect  this  2Sth  day  of  Septem¬ 
ber,  1933. 

By  the  Commission: 

James  L.  Martin, 
Executive  Secretary. 

A  True  Copy: 

N.  H.  Hetzel, 

Acting  Executive  Secretary. 

JLM  :MH 
(Seal) 


#- 


K 


BRIEF  FOR  APPELLANT 
CAPITAL  TRANSIT  COMPANY 


IN  THE 

United  States  Court  oi  Appeals 

For  the  District  of  Columblv,Circuit 


n/tecf  o tatp*  r 

es  Courl 

^  «• 


No.  11,501  ‘"'mw 

_ FtLtS  SEP  2  On:-- 


Circuit 


Capital.  Transit  Company,  Avvellant/.  > 

V.  j 

_  CLtRK  ' 

Public  Utilities  Commission  of  the  District  of  Columbia" 

and  Potomac  Electric  Power  Company,  Appellees. 


Appeal  from  Judgment  of  the  United  States  District  Court 
for  the  District  of  Columbia 


September  10,  1952. 


Edmund  L.  Jones, 

Colorado  Building, 
Washington,  D.  C. 

F.  G.  Awalt, 

Samuel  0.  Clark,  Jr., 

W.  V.  T.  Justis, 

F.  Keith  Kelly, 

822  Connecticut  Avenue,  N.  W., 
W ashington  6,  D.  C., 

Attorneys  for  Capital 
Transit  Company. 


Trass  or  Byroic  S.  Adams,  Washetcton.  D.  C. 


QUESTIONS  PRESENTED. 

1.  Does  the  Public  Utilities  Commission  of  the  District 
of  Columbia  have  authority  to  establish,  on  a  system  basis, 
rates  for  the  local  District  services  of  a  utility  that,  by 
means  of  an  integrated  system  operating  within  the  Dis¬ 
trict,  Maryland,  and  Virginia,  sells  its  services  not  only 
in  the  District  but  also  in  Maryland  and  Virginia  and  in 
interstate  commerce  at  wholesale  for  resale,  without  segre¬ 
gating  the  costs  and  revenues  of  local  District  operations 
from  the  costs  and  revenues  of  non-District  operations, 
especially  when  the  non-District  operations  have  cost  char¬ 
acteristics  differing  from  the  cost  characteristics  of  the 
local  District  operations? 

2.  Did  the  Commission  in  the  instant  case  make  findings 
of  basic  fact  sufficient  to  support  a  conclusion  that  Pepco 
was  entitled  to  an  increase  in  its  local  District  rates? 

3.  Does  the  evidence  of  record  support  a  conclusion  that 
Pepco  was  entitled  to  an  increase  in  its  local  District  rates? 

4.  In  a  case  in  which  the  Commission  adopts  the  prudent 
investment  theory  of  rate  making,  may  it:  (1)  establish  a 
rate  of  return  for  a  utility  without  making  adequate  find¬ 
ings  of  fact,  without  having  adequate  evidence  upon  which 
to  make  such  findings,  and  without  any  evidence  to  show 
the  cost  of  capital  to  other  utilities  having  similar  risk 
factors;  and  (2)  establish  a  1951  rate  of  return  for  a  utility 
by  relying  on  the  1944  rate  of  return  established  for  it 
without  making  findings  of  fact,  and  without  having 
adequate  evidence  of  record,  to  show  that  the  local  and 
general  economic  conditions  and  the  risk  factors  in  1951 
were  similar  to  those  in  1944? 

5.  Is  the  Commission’s  ultimate  finding  that  street  rail¬ 
way  rates  should  be  increased  by  $230,000  supported  bv: 
(1)  adequate  findings  showing  what  facts  relevant  to  the 
question  of  proper  street  railway  rates  it  considered  to  be 
established  by  the  record  before  it;  and  (2)  reasons  that 
adequately  show  how  it  concluded  from  any  fact  found  by 
it  that  street  railway  rates  should  be  increased  by  $230,000 
or  any  other  amount? 
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IN  THE 


United  States  Conit  of  Appeals 

For  the  District  of  Columbia  Circuit 


No.  11,501 


Capital  Transit  Company,  Appellant, 


v. 

Public  Utilities  Commission  of  the  District  of  Columbia 
and  Potomac  Electric  Power  Company,  Appellees . 


Appeal  from  Judgment  of  the  United  States  District  Court 
for  the  District  of  Columbia 


BRIEF  FOR  APPELLANT,  CAPITAL 
TRANSIT  COMPANY 


JURISDICTIONAL  STATEMENT 

This  is  an  appeal  by  Capital  Transit  Company  (“Tran¬ 
sit”  hereafter)  from  a  final  judgment  of  the  United  States 
District  Court  for  the  District  of  Columbia  affirming  Orders 
Nos.  3762  and  3774  of  the  Public  Utilities  Commission  of 
the  District  of  Columbia  (“Commission”  hereafter)  and 
dismissing  Transit’s  petition  of  appeal  from  such  or¬ 
ders  to  the  District  Court.  The  jurisdiction  of  the  District 
Court  to  review  a  petition  of  appeal  from  the  final  orders 
of  the  Commission  is  provided  by  Section  43-705,  D.C.  Code, 
1951  (Appendix,  p.  82  infra).  The  judgment  of  the  Dis- 
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trict  Court  was  entered  on  May  7,  1952  (J.A.  752).*  The 
orders  of  the  Commission  are  not  reported  but  are  printed 
in  the  Joint  Appendix,  pages  1111-1177,  1197-1199.  The 
opinion  of  the  District  Court  (J.A.  733-752),  which  was 
dated  April  30, 1952,  is  reported  sub.  nom.  Leeman  v.  Public 
Utilities  Commission  of  D.  C.,  104  F.  Supp.  553. 

Transit  filed  a  notice  of  appeal  from  the  judgment  of  the 
Court  below  on  June  6,  1952  (J.A.  752).  This  Court  has 
jurisdiction  of  the  appeal  by  virtue  of  Section  43-705,  D.C. 
Code,  1951  (Appendix,  p.  82  infra).  See  also  Rules  73(a) 
and  81(d)  of  the  Federal  Rules  of  Civil  Procedure. 

STATEMENT  OF  THE  CASE 
Introductory  Statement 

Potomac  Electric  Power  Company  (“Pepco”  hereafter) 
filed  an  application  with  the  Commission  for  an  increase 
in  its  rates  (J.A.  757),  and  a  hearing  thereon  was  held 
before  the  Commission.  The  appellant  herein,  Capital 
Transit  Company,  a  customer  of  Pepco,  using  substantial 
amounts  of  600-volt  direct  current  in  the  operation  of  its 
street  railways  as  well  as  alternating  current  in  its  general 
operations,  was  allowed  to  intervene  in  the  proceedings 
before  the  Commission  (J.A.  773).  On  February  12,  1951, 
the  Commission  issued  and  published  its  Order  No.  3762  in 
its  Formal  Case  No.  402  determining  the  rate  increases  for 
the  entire  Pepco  system  and  directing  Pepco  to  file  rate 
schedules  to  effect  such  rate  increases  (J.A.  1111-1177). 
After  further  proceedings  before  it,  the  Commission  issued 
and  published  its  Order  No.  3774,  dated  March  20,  1951,  in 
its  Formal  Case  No.  402  (J.A.  1197-1199).  In  this  Order 
the  Commission  approved  the  system  rate  schedules  as  filed 
by  Pepco  and  ordered  the  increased  rates  to  become  effec¬ 
tive  for  electric  service  furnished  by  Pepco  in  the  District 
of  Columbia  only  based  on  meter  readings  made  on  and 
after  April  20,  1951  (J.A.  1198-99).  Such  increased  rates 

*  References  to  “  J.A.  - ”  are  to  the  Joint  Appendix.  References  to 

“E. - ”  are  to  the  original  record  filed  in  this  Court. 
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have  remained  in  effect  to  date.  Following  the  Commis¬ 
sion’s  denial  of  its  applications  for  reconsideration  of  Or¬ 
ders  Nos.  3762  and  3774  (J.A.  1179,  1220-1222),  Transit 
appealed  to  the  District  Court  (J.A.  712).*  Following  ar¬ 
gument  of  the  parties  and  submission  of  briefs,  Honorable 
Alexander  Holtzoff,  Judge  of  the  District  Court,  issued  his 
opinion  dated  April  30,  1952,  affirming  the  Orders  of  the 
Commission  (J.A.  733-752).  Judgment  was  entered  ac¬ 
cordingly  on  May  7,  1952  (J.A.  752). 

Facts  Relating  to  the  Issue  of  Segregation 
(Jurisdictional  Allocation)  ** 

Pepco  furnishes  electric  service  not  only  to  the  District 
of  Columbia  but  also  to  substantial  areas  in  Prince  Georges 
and  Montgomery  Counties  in  the  State  of  Maryland  and  to 
a  small  area  in  the  State  of  Virginia.  Pepco ’s  total  service 
area  embraces  639  square  miles  (R.  2836,  and  see  Map  of 
Service  Area,  Ex.  16,  J.A.  808-813).  Since  the  area  of  the 
District  of  Columbia  is  only  69  square  miles,  the  service 
area  in  Maryland  and  Virginia  comprise  570  square  miles. 
The  service  area  in  Maryland  extends  as  much  as  20  miles 
from  the  District  of  Columbia  boundary  (Ex.  16,  J.A.  808- 
813).  The  rates  for  Pepco ’s  service  to  the  public  in  Mary¬ 
land  are  subject  to  the  jurisdiction  of  the  Public  Service 
Commission  of  Maryland.  The  rates  for  Pepco ’s  electric 
service  to  the  public  in  the  State  of  Virginia  are  subject  to 
the  jurisdiction  of  the  State  Corporation  Commission  of 
Virginia,  except  for  rates  for  service  furnished  the  Pen- 

*  Its  appeal  was  designated  as  Civil  Action  No.  2400-51  in  the  District 
Court.  Other  customers  of  Pepco  likewise  appealed  the  Commission’s  Orders 
to  the  District  Court:  Herbert  P.  Leeman,  et  al.,  Civil  Action  No.  2385-51, 
and  the  United  States  of  America,  Civil  Action  No.  2495-51.  These  three 
appeals  were  ordered  consolidated  for  hearing  before  the  District  Court 
(R.  2805).  Transit  only  has  appealed  to  this  Court. 

##  The  appellant  has  referred  to  this  issue  as  the  “segregation”  issue.  The 
Commission  refers  to  it  as  the  “jurisdictional  allocation  problem”  (J.A. 
1113).  Although  there  is  a  technical  distinction  between  “segregation”  and 
“allocation”,  the  two  terms  have  been  used  interchangeably  throughout  these 
proceedings  unless  the  context  otherwise  requires.  Other  terms  sometimes 
used  interchangeably  with  “segregation”  and  “allocation”  are  “separa¬ 
tion”  and  “apportionment.” 
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tagon  building  and  other  Government  installations  in  Vir¬ 
ginia  (J.A.  1113-1114). 

The  generating  plants  owned  by  Pepco  which  produce 
electric  energy  for  its  system  are  the  Benning  and  Buzzard 
Point  stations  located  in  the  District  of  Columbia  and  the 
Potomac  River  station  located  in  Alexandria,  Virginia.  In 
addition  to  the  electric  service  w’hich  it  furnishes  to  the 
District  and  the  adjacent  areas  of  Maryland  and  Virginia, 
Pepco  sells  a  substantial  amount  of  electric  energy  in  inter¬ 
state  commerce  to  the  following  utilities: 

Southern  Maryland  Cooperative,  Inc. 

Virginia  Electric  Power  Company  (“Vepco”  here¬ 
after) 

Consolidated  Gas  Electric  Light  and  Power  Company 
(“Baltimore  Company”  hereafter) 

Pennsylvania  Railroad  Company. 

Pepco  furnishes  electric  energy  to  Southern  Maryland  Elec¬ 
tric  Cooperative,  Inc.,  in  Maryland  for  resale  to  the  public 
in  Maryland ;  it  furnishes  electric  energy  to  Vepco  in  Vir¬ 
ginia  for  resale  therein;  and  it  delivers  electric  energy  to 
and  receives  electric  energy  from  the  Baltimore  Company 
under  an  interchange  agreement,  principally  through  Pep¬ 
co ’s  Takoma  Park,  Maryland,  substation,  but  also  within 
the  District  of  Columbia.  Pepco  in  conjunction  with  the 
Baltimore  Company  also  furnishes  electric  energy  to  the 
Pennsylvania  Railroad  Company  for  use  on  the  railroad’s 
electrified  railway  system  in  Maryland  and  elsewhere.* 

Pepco ’s  three  generating  stations  and  the  Takoma  Park 
substation  are  interconnected.  Pepco ’s  generating,  trans¬ 
mission  and  distributing  facilities  were  constructed  to  serve 
its  entire  service  area  and  are  operated  as  an  integrated 
system.  (J.A.  1114-1115.) 

In  its  application  for  an  increase  and  in  its  presentation 
of  its  case  to  the  Commission,  Pepco  dealt  with  the  revenues 
and  costs  of  its  entire  system  on  a  system  basis.  The 

*  For  pertinent  excerpts  from  the  power  contracts  with  these  various  utili¬ 
ties,  see  J.A.  922-961.  A  detailed  discussion  of  Pepco ’s  interstate  operations 
under  these  power  contracts  appears,  infra,  pp.  18-20. 
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Commission  in  its  Opinion  and  Order  No.  3762  determined 
the  rate  increase  on  the  same  over-all,  system  basis  and 
approved  an  aggregate  increase  on  such  a  basis  in  the 
amount  of  $2,600,000  gross  operating  revenues  annually, 
predicated  on  the  test  year  1951.  (J.A.  1177.)  The  Com¬ 
mission  also  set  forth  the  manner  of  distributing  this  in¬ 
crease  among  the  different  classes  of  service  such  as  Tran¬ 
sit’s  street  railway,  high  voltage  and  low  voltage  commer¬ 
cial,  residential,  etc.,  stating  the  amount  of  the  increase  to 
be  allocated  to  each  class.  This  was  also  done  on  a  system 
basis.  (J.A.  1173.)  Pursuant  to  this  order,  Pepco  filed 
rate  schedules  on  a  system  basis  which  would  produce 
$2,595,000  of  increased  revenues  (J.A.  1199-1219).  The 
Commission,  by  Order  No.  3774,  approved  these  rate  sched¬ 
ules  as  being  in  substantial  compliance  with  its  previous 
order,  but  ordered  them  made  effective  in  the  District  of 
Columbia  only.  (J.A.  1197-1199.)  From  such  increased 
rates  in  the  District  of  Columbia,  the  Commission  found 
that  Pepco  would  obtain  additional  gross  operating  reve¬ 
nues  annually  of  approximately  $2,176,000  (J.A.  1198). 

The  system  increase  of  $2,595,000  approved  by  Order  No. 
3774,  and  the  District  increase  of  $2,176,000  were  distrib¬ 
uted  to  the  various  classes  of  service  as  shown  in  the  table 
below  (Ex.  95,  p.  36,  J.A.  1110). 

- Increases  Ordered - — 


-(System)- 

-(D.  C.)— 

% 

% 

Distn- 

% 

Distri- 

% 

Amount 

bution 

Increase 

Amount 

bution 

Increase 

Residential  $552,000 

Commercial 

21.3% 

4.9% 

$379,000 

17.4% 

5.5% 

Low  Voltage  970,000 

37.4% 

5.5% 

903,000 

41.5% 

6.3% 

High  Voltage  559,000 

21.6% 

7.8%' 

419,000 

19.3% 

8.6% 

Street  Lighting  266,000 
Street  Railway 

10.2% 

22.0% 

266,000 

12.2% 

27.0% 

600-Volt  ) 

Service  ^  223,000 
A-C  Service  J 

8.6% 

23.8% 

209,000 

9.6% 

23.1% 

Other — 

(S.M.  Coop.)  25,000 

.9% 

5.8% 

... 

Totals  $2,595,000 

100.0% 

6.7% 

$2,176,000 

100.0% 

7.8% 
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The  Commission  rejected  the  position  consistently  main¬ 
tained  by  Transit  throughout  the  proceedings  that  just, 
reasonable  and  non-discriminatory  rates  could  not  be  fixed 
for  Pepco’s  local  services  within  the  District  of  Columbia 
unless  the  Commission  segregated  Pepco’s  revenues  and 
costs  (including  return)  applicable  to  the  District  of  Colum¬ 
bia  from  such  revenues  and  costs  applicable  to  electric 
service  furnished  to  the  public  in  the  adjacent  areas  of 
Maryland  and  Virginia  and  to  the  interstate  customers 
(J.A.  1115).  And  it  made  no  findings  with  respect  to  the 
costs,  including  costs  of  capital,  or  revenues  of  Pepco  for 
its  local  service  exclusively  within  the  District  of  Columbia. 

Facts  Relating  to  the  Rate  of  Return  Issue 

In  determining  the  amount  of  the  rate  increase  to  be 
allowed  Pepco,  the  Commission  adopted  and  followed  the 
prudent  investment  theory  of  rate  regulation  which  re¬ 
quires  a  determination  of  the  rate  base  and  a  rate  of  re¬ 
turn  thereon  sufficient  to  produce  revenues  above  oper¬ 
ating  expenses,  including  depreciation,  which  would  pay 
interest  on  the  debt,  dividends  on  the  stock  and  maintain 
the  financial  integrity  of  the  enterprise.*  It  determined  a 
51/2%  rate  of  return.  The  Modified  Sliding  Scale  Plan 
under  which  the  Company  had  been  operating  was  con¬ 
tinued  unchanged. 

In  adopting  the  prudent  investment  theory,  the  Commis¬ 
sion  rejected  the  theory  urged  by  Pepco,  to  which  its  rate  of 
return  evidence  was  directed,  that,  as  expressed  by  the 
Commission,  “today’s  earnings  should  be  sufficient  to  pro¬ 
vide  a  reasonable  return  on  capital  to  be  invested  to¬ 
morrow”  (J.A.  1148). 

Some  rate  of  return  testimony  was  presented  by  the 
Commission’s  Executive  Accountant  and  by  a  witness  for 
the  Government,  an  intervener  in  the  proceedings  before 

*  Issues  concerning  the  determination  of  the  amount  of  the  over-all  rate 
base  and  the  amount  of  the  over-all  earnings  which  were  urged  before  the 
Commission  and  the  Court  below  are  not  being  argued  by  Transit  on  this 
appeal. 
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the  Commission,  but  no  evidence  was  presented  concern¬ 
ing  the  return  on  the  common  stock  equity  in  other  pub¬ 
lic  utility  enterprises  having  a  risk  factor  similar  to 
Pepco’s.  In  determining  a  5^%  rate  of  return  for  Pepco 
the  Commission  placed  weight  on  a  similar  finding  in  the 
1944  Pepco  rate  proceeding  resulting  in  Commission  Order 
No.  2796  in  Formal  Case  Nos.  335  and  338,  but  the  Com¬ 
mission  made  no  findings  as  to  whether  the  pertinent  con¬ 
ditions  affecting  the  rate  of  return  had  remained  static  dur¬ 
ing  the  intervening  years.  The  Commission  also  gave 
weight  to  the  fact  that,  in  still  other  proceedings,  it  had 
kept  closely  abreast  of  the  financial  condition  of  Pepco 
(J.A.  1148-1152).  The  details  of  the  evidence  on  the  rate 
of  return  and  the  Commission’s  treatment  of  the  subject 
in  its  opinion  will  be  discussed  in  our  argument  on  that 
issue. 

In  concluding  that  Pepco  was  entitled  to  a  5 %%  return 
on  its  rate  base,  the  Commission  did  not  set  forth  findings 
stating  the  cost  of  servicing  Pepco’s  fixed  debt,  of  paying 
dividends  on  its  preferred  stock,  the  return  required  on  its 
equity,  or  the  return  on  investments  in  other  public  utilities 
having  risk  factors  similar  to  Pepco. 

Facts  Relating  to  Issue  of  Increase  in  Street  Railway  Rates 

In  order  No.  3762,  the  Commission  found  that  street  rail¬ 
way  rates  should  be  increased  by  $230,000  a  year  on  a  sys¬ 
tem  basis  (J.A.  1173).  In  reaching  this  ultimate  finding 
on  street  railway  rates,  the  Commission  discussed  six  items 
developed  in  the  record  before  it.  First.  The  power  agree¬ 
ments  under  which  Transit  had  purchased  electricity  from 
Pepco  since  1933  (J.A.  1157-1160).  Second.  The  exhibits 
put  in  by  Transit  and  Pepco  to  show  the  property  used 
jointly  by  them  or  owned  by  one  and  used  by  the  other 
(J.A.  1160-1161).  Third.  Pepco’s  method  of  determining 
its  proposed  increase  in  street  railway  rates  (J.A.  1162- 
1163).  Fourth.  Pepco ’s  cost  of  service  study  (J.A.  1168- 
1169).  Fifth.  Pepco’s  method  of  allocating  increased  rev- 
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enues  among  its  various  classes  of  customers  (J.A.  1170- 
1172).  Sixth.  The  Government ’s  method  of  doing  the  same 
thing  (J.A.  1170-1172). 

The  Commission  concluded  that  the  first  and  second 
items  had  little  or  no  bearing  on  the  proper  level  of  street 
railway  rates  (J.A.  1159-1160  and  1161).  It  found  that  the 
third  item  was  based  upon  false  assumptions  (J.A.  1162- 
1163).  The  fourth  item  it  found  to  be  useless  in  establish¬ 
ing  individual  rate  schedules,  though  it  did  believe  that  it 
indicated  a  need  for  an  upward  revision  in  street  railway 
and  street  lighting  rates  (J.A.  1169-1170).  While  dis¬ 
cussing  this  item,  the  Commission  referred  to  “certain  gen¬ 
eral”,  but  nowhere  specified,  “considerations  which  may 
have  a  great  influence  in  establishing  rates”  and  stated 
that  it  had  weighed  them  together  with  Pepco’s  cost  of 
service  study  (J.A.  1169-1170).  But  how  and  to  what  pur¬ 
pose,  it  did  not  say.  Finally,  it  found  that  the  fifth  and 
sixth  items  to  be  based  on  a  false  premise  common  to  both 
of  them  (J.A.  1170-1172). 

After  this  discussion,  the  Commission  referred  to  “all 
the  facts  of  record,  including  particularly  the  kilowatt-hour 
basis  and  the  revenue  basis  of  allocation,  and  as  applied  to 
all  classes  of  service”  and  then,  without  making  any  find¬ 
ings  of  facts  on  kilowatt  hours  or  on  revenues  derived  from 
Pepco’s  various  classes  of  customers,  found  that  street 
railway  rates  should  be  increased  by  $230,000  on  a  system 
basis  (J.A.  1172-1173). 

Later,  the  Commission  implemented  Order  No.  3762  by 
Order  No.  3774  that  made  effective,  without  discussion 
of  street  railway  rates,  a  Pepco  rate  schedule  which  re¬ 
sulted  in  an  increase  of  $209,000  in  District  street  railway 
rates  (J.A.  1197-1198;  Ex.  95,  p.  36,  J.A.  1110). 

STATUTES 

The  pertinent  statutory  provisions  are  set  forth  in  Ap¬ 
pendix  I,  pp.  79  to  84,  infra. 
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STATEMENT  OF  POINTS 

I.  The  District  Court  erred  in  holding  that  the  Public 
Utilities  Commission  of  the  District  of  Columbia  was  not 
required  to  make  a  segregation  between  the  revenues  and 
costs,  including  costs  of  capital,  associated  with  local  Dis¬ 
trict  operations  of  Pepco  from  (1)  the  revenues  and  costs 
of  the  local  Maryland  and  Virginia  operations,  and  (2)  the 
revenues  and  costs  of  Pepco ’s  interstate  operations,  and 
in  not  vacating  Orders  Nos.  3762  and  3774  of  the  Commis¬ 
sion  for  its  failure  to  make  a  proper  segregation. 

II.  The  District  Court  erred  in  upholding  the  Commis¬ 
sion’s  determination  of  rate  of  return  and  in  not  vacating 
Orders  Nos.  3762  and  3774  because  of  the  Commission’s 
failure  to  obtain  evidence  and  to  make  proper  findings  with 
respect  to  rate  of  return  showing  compliance  with  the  re¬ 
quirements  set  forth  in  the  decisions  of  this  Court. 

III.  The  District  Court  erred  in  not  setting  aside  the 
Commission’s  ultimate  findings  and  conclusions  requiring 
an  increase  in  street  railway  rates. 

SUMMARY  OF  ARGUMENT 

I.  The  Commission  Lacked  Authority  To  Fix  District  Rates 
On  Basis  Of  System  Operations. 

The  statutory  jurisdiction  of  the  Public  Utilities  Com¬ 
mission  of  the  District  of  Columbia  empowers  it  to  fix  rates 
only  within  the  District  of  Columbia.  Local  statutes  re¬ 
quire  utilities  to  file  rate  schedules  only  for  rates  within 
the  District  of  Columbia.  Pepco  renders  electric  service 
in  the  District,  Maryland  and  "Virginia  as  well  as  in  inter¬ 
state  commerce  to  other  utilities.  Despite  the  limitations 
on  its  jurisdiction,  the  Commission  in  Order  No.  3762  di¬ 
rected  Pepco  to  file  rate  schedules  applicable  to  services 
in  Maryland  and  Virginia  as  well  as  in  the  District.  Fur¬ 
thermore,  the  Commission  by  Orders  Nos.  3762  and  3774 
fixed  District  rates  for  Pepco  solely  on  the  basis  of  system 
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operations.  In  doing  so,  it  did  not  in  any  way  attempt  to 
segregate  the  costs  and  revenues  of  local  operations  from 
the  costs  and  revenues  of  system  operations. 

Pepco’s  sales  in  interstate  commerce  to  other  utilities  for 
resale  to  the  public,  termed  “wholesale  sales”,  are  subject 
to  the  exclusive  jurisdiction  of  the  Federal  Power  Commis¬ 
sion  under  the  terms  of  the  Federal  Power  Act.  The  Court 
below  recognized  the  well  established  principle  that  when  a 
regulatory  agency  deals  with  public  utility  operations  which 
are  in  part  subject  to  Federal  regulation  and  in  part  not 
subject  to  such  regulation,  the  regulable  portion  of  the 
operations,  of  necessity,  must  be  segregated  from  the  non- 
regulable.  However,  the  lower  Court  completely  overlooked 
the  substantial  interstate  operations  of  Pepco. 

A  Commission  having  jurisdiction  to  regulate  only  the 
local  rates  of  a  utility  operating  an  integrated  system  that 
crosses  jurisdictional  boundaries  can  fix  rates  only  on  the 
basis  of  the  costs  and  revenues  associated  with  the  local 
business  subject  to  its  jurisdiction.  It  can  not  establish 
such  rates  on  the  basis  of  system  costs  and  revenues  alone. 
It  is  required,  in  establishing  rates,  to  segregate  local  costs 
and  revenues  from  the  system  costs  and  revenues. 

The  statutes  conferring  jurisdiction  on  the  Commission 
require  that  the  Commission  make  certain  quasi-jurisdic- 
tional  findings  before  ordering  a  change  in  the  level  of  a 
utility’s  rates.  Thus,  the  Commission  is  required  to  find 
rates  to  be  “unjust,  unreasonable,  insufficient,  or  unjustly 
discriminatory  or  to  be  preferential”,  or  “unreasonable  or 
discriminatory”  in  those  cases  in  which  it  establishes  rates 
other  than  those  proposed  by  a  utility.  (Sections  43-411, 
43-911,  D.C.  Code,  1951)  In  cases  in  which  it  authorizes  a 
change  in  rates  proposed  by  a  utility,  it  must  find  that  the 
proposed  rates  are  “reasonable,  fair,  and  just”.  (Section 
43-401,  D.C.  Code,  1951)  The  Commission  in  Order  No. 
3774  concluded  that  the  rate  increases  ordered  by  it  were 
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“just,  reasonable,  and  nondiscriminatory’’.  But  it  nowhere 
made  adequate  basic  findings  to  show  how  it  reached  the 
conclusion  that  the  rates  ordered  were  “just,  reasonable, 
and  nondiscriminatory”.  A  Commission’s  mere  statement 
of  a  required  statutory  standard  is  devoid  of  substance 
and  wholly  ineffective  for  its  purposes  in  the  absence  of 
findings  of  basic  facts.  Moreover,  even  if  the  Commission 
had  been  disposed  to  make  these  basic  findings,  it  could  not 
have  found  evidence  in  the  record  to  support  them. 

The  failure  of  the  Commission  to  act  within  the  frame¬ 
work  of  the  statutes  marking  out  its  jurisdiction  raises 
more  than  questions  of  mere  legal  technicalities.  The  facts 
of  record  show  that  the  Commission’s  action  in  fixing  rates 
on  the  basis  of  system  operations  resulted  in  an  increase 
of  7.8%  for  the  District  and  only  4.4%  for  Maryland.  And 
this  despite  the  fact  that  a  substantial  expansion  in  Pepco’s 
generating  capacity  and  related  facilities  was  mostly  re¬ 
quired  by  the  rapidly  increased  use  of  electricity  in  Mary¬ 
land,  and  that  characteristics  of  Maryland  service  differed 
widely  from  the  characteristics  of  District  service.  One 
difference  is  that  there  are  only  118  customers  per 
square  mile  in  Maryland  while  there  are  3,075  per  square 
mile  in  the  District.  Also,  the  cost  and  service  characteris¬ 
tics  of  interstate  sales  to  other  utilities  are  not  comparable 
to  costs  and  services  of  local  service  within  the  District. 
These  and  other  facts  raise  the  serious  question  whether 
the  effect  of  the  Commission’s  order  does  not  provide  more 
than  a  reasonable  return  from  local  and  District  operations 
in  order  to  off-set  reduced  revenues  or  higher  costs  in 
Maryland  or  lower  returns  for  the  services  rendered  in  in¬ 
terstate  commerce  to  other  utilities.  The  Commission  ob¬ 
viously  transcends  its  rate  making  powers  when  it  uses  a 
method  of  fixing  rates  that  does  not  permit  a  determination 
whether  the  rates  ordered  -by  it  require  District  customers 
to  subsidize  non-District  customers. 
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II.  In  Determining  Rate  of  Return  the  Commission  Failed 
to  Obtain  Evidence  and  Make  Findings  Showing  Com¬ 
pliance  With  the  Requirements  of  This  Court. 

The  Commission  determined  Pepco’s  rate  of  return  in  a 
manner  which  cannot  be  reconciled  wdth  the  controlling  de¬ 
cisions  of  this  Court  requiring  the  Commission  to  support 
its  conclusions  with  adequate  findings  which,  in  turn,  must 
rest  upon  substantial  evidence  of  record.  Furthermore, 
this  Court  in  Washington  Gas  Light  Co.  v.  Baker ,  88 
App.  D.C.  115,  1SS  F.  2d  11,  following  Supreme  Court 
precedents,  held  it  essential  under  the  prudent  investment 
theory  of  rate  regulation  (the  theory  adopted  by  the  Com¬ 
mission  in  the  instant  case)  that  the  rate  of  return  be 
determined  upon  a  consideration  of  the  capital  costs  of  the 
business,  such  as  service  on  the  debt  and  dividends  on  the 
stock,  in  the  light  of  the  return  on  investments  in  other 
enterprises  having  a  similar  risk  factor.  Again,  in  the 
Washington  Gas  Light  decision,  this  Court  held  that  a 
Commission  could  not  validly  fix  a  rate  of  return  by  relying 
upon  a  rate  determined  in  an  earlier  rate  case  unless  local 
conditions,  general  economic  conditions,  and  the  risk  fac¬ 
tor  are  shown  to  have  remained  -static  during  the  interven¬ 
ing  years. 

The  Commission’s  rate  of  return  decision,  considered 
either  as  a  de  novo  determination  or  as  a  determination 
made  by  relying  on  the  identical  rate  of  fixed  in  the 

1944  Pepco  rate  case,  is  fatally  defective  since  neither  its 
opinion  nor  orders  contain  the  necessary  findings  support¬ 
ing  its  conclusion.  Its  opinion  shows  that  it  failed  to  com¬ 
ply  with  this  Court’s  requirements  for  a  proper  rate  of 
return  determination.  Furthermore,  the  evidence  of  record 
does  not  support  a  current  inquiry  into  a  rate  of  return, 
and  such  evidence  as  does  appear  of  record  affirmatively 
points  to  such  materially  changed  conditions  and  risk  fac¬ 
tors  since  1944  as  to  invalidate  a  rate  of  return  fixed  in  re¬ 
liance  on  a  rate  of  return  determined  in  1944. 

First :  Considered  as  a  de  novo  determination  of  a  rate 
of  return,  the  Commission’s  orders  failed  to  set  forth  find- 
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ings  stating  the  cost  of  servicing  the  funded  debt,  paying 
preferred  dividends,  the  return  required  on  Pepco’s 
equity — the  “keystone”  of  the  rate  of  return  problem,  and 
the  over-all  costs  of  capital.  Nor  did  the  Commission’s 
orders  include  any  findings  as  to  the  costs  of  capital  of 
other  comparable  utilities  having  similar  risk  factors.  Hav¬ 
ing  failed  to  make  these  necessary  findings  to  support  its 
rate  determination,  its  generalized  conclusions  that  a  5%% 
return  is  “fair”  and  “reasonable”  and  similar  expres¬ 
sions,  are  devoid  of  substance  and  wholly  ineffective. 

The  evidence  of  record  is  plainly  deficient  to  support  any 
findings  that  the  Commission  might  have  attempted  to 
make  with  respect  to  the  return  to  be  allowed  on  equity 
capital  of  other  comparable  utilities  having  similar  risk 
factors. 

Second:  The  Commission’s  attempts  to  rely  upon  the 
1944  Pepco  rate  of  return  determination  must  fail  since  it 
did  not  in  any  way  meet  the  standards  specified  by  this 
Court  in  the  Washington  Gas  Light  decision.  The  Com¬ 
mission  set  forth  no  findings  that  the  local  conditions,  the 
general  economic  conditions,  and  the  over-all  risk  factor 
had  remained  static  during  the  intervening  years. 

Furthermore,  it  could  not  have  made  such  findings,  for 
the  evidence  of  record,  although  not  complete,  strongly  sug¬ 
gested  that  the  controlling  conditions  had  changed  in  such 
a  manner  as  to  require  the  fixing  of  a  lower  rate  of  return 
in  1951  than  in  1944.  The  local  conditions  with  respect  to 
Pepco’s  increased  sales  and  customers  and  related  factors 
indicate  that  the  important  factor  of  the  risk  of  the  enter¬ 
prise  had  not  remained  static  but  had  been  reduced.  And 
the  economic  conditions  were  shown  to  have  improved  as 
reflected  in  conceded  lower  capital  costs  of  fixed  debt  and 
preferred  stock.  Hence  the  costs  required  to  service  more 
than  60%  of  Pepco’s  capitalization  were  materially  less 
than  in  1944.  Moreover,  the  return  required  on  Pepco’s 
equity  had  shown  a  declining  trend  since  the  1944  Pepco 
rate  case  when  the  Commission  determined  that  8%  was  a 
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sufficient  and  even  a  liberal  return  on  equity.  Yet  the  Com¬ 
mission  approved  a  over-all  return  in  1951  which 

would  result  in  a  return  on  equity  of  between  9 y*  and 

ioy2%. 

Without  any  findings  comparing  the  pertinent  1944  con¬ 
ditions  with  the  1951  conditions,  and  with  the  evidence  of 
record  strongly  indicating  that  the  costs  of  capital  had  de¬ 
clined,  the  Commission  committed  patent  error  in  fixing 
in  the  instant  case  the  identical  rate  of  return  determined 
in  1944. 

III.  The  Commission’s  Failure  to  Make  Findings  to  Support 
the  Increase  in  Street  Railway  Rates  Invalidates  Such 
Increase. 

A  commission  must  support  its  ultimate  finding  with 
findings  of  basic  facts  showing  those  facts  relevant  to 
the  ultimate  finding  it  considers  established  by  the  evidence 
before  it  and  with  reasons  showing  why  those  basic  facts 
lead  to  the  ultimate  finding.  If  it  does  not  do  so,  its  action 
must  be  set  aside  as  unreasonable,  arbitrary,  and  ca¬ 
pricious.  The  courts  will  not  supply  the  want  of  basic  find¬ 
ings  either  by  searching  the  record  to  see  if  it  contains  evi¬ 
dence  that  would  permit  the  finding  of  the  missing  facts 
or  by  speculating  whether  statements  of  unsupported  rea¬ 
sons  would  permit  the  establishment  of  those  facts  by  in¬ 
ference.  Here,  the  Commission  discussed  at  length  the  evi¬ 
dence  it  considered  insufficient  to  establish  street  railway 
rates  and  mentioned  certain  vague,  contradictory,  and  un¬ 
supported  reasons  for  reaching  its  ultimate  finding  of  an 
increase  of  $230,000  in  such  rates.  But  it  at  no  point  set 
forth  findings  of  basic  facts  upon  which  those  reasons,  even 
if  sufficient,  could  operate  to  produce  that  ultimate  finding. 
It  follow's  that  its  action  of  ordering  an  increase  in  street 
railway  rates  must  be  set  aside  as  unreasonable,  arbitrary, 
and  capricious  and  that  the  Court  below  erred  in  not  set¬ 
ting  such  action  aside. 
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ARGUMENT 

I 

The  Commission  Lacked  Authority  to  Fix  District  Rates 
on  Basis  of  System  Operations 

The  statutory  jurisdiction  of  the  appellee,  Public 
Utilities  Commission  of  the  District  of  Columbia,  as  might 
be  expected,  empowers  it  to  fix  rates  only  within  the  Dis¬ 
trict  of  Columbia,  and  these  District  rates  must  be  just, 
reasonable  and  non-discriminatory.  Sections  43-323,  43- 
401,  43-411,  43-911,  D.  C.  Code,  1951  (Appendix,  pp.  79,  80, 
81,  84,  infra).  Pepco  concededly  renders  electric  services 
to  areas  and  customers  which  the  Commission  has  no  juris¬ 
diction  to  regulate.  These  services,  which  are  beyond  the 
jurisdiction  of  the  Commission,  consist  of  two  distinctly 
different  kinds.  The  first  is  the  service  to  the  public  in 
substantial  areas  of  Montgomery  and  Prince  Georges 
Counties  of  Maryland,  and  in  a  small  area  of  northern 
Virginia.  The  appropriate  regulatory  agencies  having 
jurisdiction  over  these  Pepco  services  are  the  Public 
Service  Commission  of  Maryland  and  the  State  Corpora¬ 
tion  Commission  of  Virginia,  respectively.  The  second 
class  of  service  over  which  the  appellee  Commission  has  no 
jurisdiction  is  that  rendered  in  interstate  commerce  to 
other  utilities. 

The  Commission’s  Order  No.  3762  required  Pepco  to  file 
with  the  Commission  “rate  schedules  designed  to  produce 
for  the  system,  as  a  whole,  additional  gross  operating 
revenue  of  not  more  than  $2,600,000,  on  an  annual  basis, 
based  upon  the  year  1951”  (J.A.  1177).  There  are  no  find¬ 
ings  in  such  order  and  opinion  which  determined  the 
amount  of  revenue  increases  or  rates  for  only  the  local 
District  of  Columbia  services  of  Pepco.  Nor  is  there 
evidence  of  record  upon  which  such  findings  could  have 
been  made.  Nevertheless,  after  Pepco  had  filed  rate 
schedules  applicable  to  its  local  operations  in  the  District, 
Maryland  and  Virginia,  Commission  Order  No.  3774  re- 
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quired  only  the  District  rate  schedules  to  be  made  effective. 
( J.A.  695-696,  1197-1199.) 

The  record  shows  that  the  increase  in  District  rates 
would  amount  to  $2,176,000  for  1951,  or  an  increase  of 
7.8% ;  that  the  increase  for  Maryland  would  amount  to 
$417,000,  or  4.4% ;  and  that  for  Virginia  the  net  increase 
after  reductions  in  some  schedules  would  be  $2,000,  or  0.2% 
(J.A.  698-699,  1110).  Order  No.  3774  contains  a  conclusion 
that  such  District  rate  schedules  “are  just,  reasonable,  and 
non-discriminatory”  (J.A.  1198),  but  there  are  no  findings 
showing  how  the  Commission  arrived  at  this  required 
statutory  conclusion  on  the  basis  of  either  its  conclusions 
with  respect  to  system  operations  in  its  Opinion  and  Order 
No.  3762  or  on  the  basis  of  the  evidence  of  record.  Despite 
the  length  of  the  Commission’s  opinion,  it  contains  no 
language  explaining  in  any  way  how  the  reasonableness  of 
local  District  rates  is  determined  by  the  results  of  system 
operations.  Nor  are  there  findings  or  evidence  to  support 
findings  showing  why  there  should  be  a  7.8%  increase  in 
the  District  with  substantially  lower  percentage  increases 
outside  of  the  District.  An  order  based  on  a  conclusion  or 
finding  made  without  evidence,  or  upon  a  finding  made 
upon  evidence  which  does  not  support  it,  is  arbitrary  and  a 
denial  of  due  process.  Northern  Pacific  R.  Co.  v.  Dept,  of 
Public  Works,  268  TJ.  S.  39,  45;  Chicago  Junction  Case 
( B.&O .  R.  Co.  v.  U.S.),  264  IT.  S.  258,  263,  265. 

(A)  The  Commission  Lacks  Jurisdiction  Over  Rates 
Other  Than  For  Local  District  Service. 

The  Commission’s  opinion  recognizes  that  its  jurisdic¬ 
tion  is  limited  to  the  fixing  of  rates  for  service  within  the 
District  of  Columbia  and  that  Pepco’s  service  within  the 
District  is  but  part  of  its  operations  as  a  whole,  which 
include  service  in  Maryland  and  Virginia  (J.A.  1118,  1113- 
1115).  Under  Section  43-323,  D.  C.  Code,  1951  (Appendix, 
p.  79,  infra),  utilities  are  required  to  file  rate  schedules 
with  the  Commission  applicable  only  to  service  “within 


the  District”.  Order  No.  3762,  requiring  Pepco  to  file  rate 
schedules  applicable  to  service  in  Maryland  and  Virginia, 
as  well  as  in  the  District,  designed  to  produce  a  system  in¬ 
crease  in  revenue  is,  therefore,  plainly  in  excess  of  the 
Commission’s  statutory  authority. 

Pepco ’s  sales  in  interstate  commerce  to  other  utilities, 
referred  to  above,  are  also  clearly  beyond  the  jurisdiction 
of  the  local  Commission.  Such  sales  in  interstate  com¬ 
merce  for  resale  to  the  public,  termed  “wholesale  sales”, 
are  subject  to  the  exclusive  regulatory  jurisdiction  of  the 
Federal  Power  Commission  under  Part  II  of  the  Federal 
Power  Act  (Sections  824,  824e,  Title  16,  U.  S.  Code). 
Jersey  Central  P.  &  L.  Co.  v.  Federal  Power  Comm.,  319 
U.  S.  61 ;  Pennsylvania  Water  &  Power  Company  v.  Fed¬ 
eral  Power  Comm.,  89  App.  D.C.  — ,  193  F.  2d  230,  aff’d, 
343  U.  S'.  414;  Hartford  Electric  Light  Co.  v.  Federal 
Power  Comm.,  131  F.  2d  953;  Safe  Harbor  Water  Power 
Corp.  v.  Federal  Power  Comm.,  179  F.  2d  179.  Further¬ 
more,  Section  43-122,  D.C.  Code,  1951  (Appendix,  p.  79, 
infra),  requires  that  the  provisions  of  the  District  Public 
Utility  Law  shall  be  construed  so  as  to  be  free  of  conflict 
with  those  provisions  of  the  Constitution  of  the  United 
States  and  law’s  in  pursuance  thereof  relating  to  interstate 
commerce.  The  Federal  Power  Act,  of  course,  is  a  law  re¬ 
lating  to  interstate  commerce  under  the  Constitution.  And 
this  Court  has  held  that  the  appellee  Commission’s  statu¬ 
tory  jurisdiction  was  limited  to  the  District  of  Columbia 
and  that  it  had  no  power  to  regulate  rates  for  interstate 
wholesale  sales  of  gas  occurring  within  the  District.  Gallo- 
way  v.  Bell,  56  App.  D.C.  172,  11  F.  2d  558.* 

*  Despite  the  jurisdiction  of  the  Federal  Power  Commission,  the  appellee 
Commission  ordered  rate  schedules  filed  which  would  reflect  a  $25,000  an¬ 
nual  increase  to  a  class  of  service  labelled  only  as  “other”  (J.A.  1173).  Fol¬ 
lowing  the  filing  of  such  schedules,  there  was  testimony  that  the  “other”  re¬ 
ferred  to  the  interstate  wholesale  rates  to  Southern  Maryland  Cooperative,  Inc. 
(J.A.  698).  Pepco ’s  witness  admitted  the  necessity  of  filing  a  schedule  of  this 
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The  Commission  almost  completely  ignored  this  aspect 
of  the  case,  and  such  findings  as  it  made  are  plainly 
deficient  in  view  of  the  uncontradicted  evidence  of 
record.*  In  its  opinion  the  Commission  only  refers  to  the 
delivery  of  energy  by  Pepco  to  Baltimore  Company  under 
an  “interchange”  agreement  (J.A.  1114-1115),  and  only 
mentions  “a  fourth  class  of  sales  by  Pepco”,  not  under  the 
jurisdiction  of  the  Commission,  termed  “Wholesale  Rates 
to  Other  Electric  Utilities”  (J.A.  1162).  It  is  admitted, 
however,  that  Pepco  sells  energy  generated  in  part  in  the 
District  to  Southern  Maryland  Cooperative,  Inc.,  and  to 
Vepco  in  Virginia  for  resale  to  the  public,  that  Pepco  inter¬ 
changes  substantial  amounts  of  energy  and  other  electric 
services  with  Baltimore  Company  within  the  District  and 
Maryland,  and  that  Pepco  furnishes  substantial  quanti¬ 
ties  of  energy  to  the  Pennsylvania  Railroad.  (Commis¬ 
sion’s  Answer,  par.  Ill,  J.A.  720-721.)  The  Commission 
also  found  that  the  generating  stations  in  the  District  and 
Virginia  and  transmission  facilities  are  operated  as  a  part 
of  an  integrated  system  (J.A.  1114-1115).  Thus,  it  is  an 
inescapable  fact  of  record  that  energy  furnished  by  Pepco 
at  wholesale  crosses  state  lines  in  interstate  commerce  in 
substantial  quantities. 

rate  change  with  the  Federal  Power  Commission.  Herbert  F.  G.  Main,  Pepco ’s 
rate  engineer,  was  cross-examined  as  follows  (K.  179) : 

Q.  *  *  *  Have  you  filed  with  the  Federal  Power  Commission  a  schedule 
showing  this  proposed  change  in  rate  to  the  Southern  Maryland  Co¬ 
operative? 

A.  We  have  not. 

Q.  Does  the  Southern  Maryland  Electric  Cooperative  sell  at  retail  in 
Maryland? 

A.  I  believe  they  do. 

Q.  Do  you  expect  to  file  such  a  schedule  with  the  Federal  Power  Com¬ 
mission? 

A.  We  are  required  to  file  all  such  schedules  with  the  Federal  Power 
Commission. 

Q.  Then  you  do  intend  to  file  such  schedule,  is  that  correct? 

A.  When  such  a  schedule  is  made,  yes. 

Similarly,  the  Commission’s  counsel  stated  on  argument  that  any  rate  to  be 
charged  to  Vepco  would  be  an  interstate  rate,  subject  to  the  jurisdiction  of 
the  Federal  Power  Commission  (R.  2658). 

*  As  we  discuss  infra,  pp.  30-31,  the  District  Court  below  failed  to  even 
mention  these  interstate  sales,  although  this  significant  aspect  of  the  case 
was  argued  by  the  parties. 
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There  can  be  no  serious  dispute  over  these  significant 
facts  of  record.  The  last  annual  report  of  Pepco  for  1949, 
filed  with  the  Commission,  shows  the  amount  of  Pepco ’s 
wholesale  sales  to  other  utilities  to  be  substantial  *  ( J.A. 
1252-1265;  see  J.A.  438).  Pepco  furnishes  energy  to  Balti¬ 
more  Company  in  part  within  the  District  (J.A.  194-196, 
221),  and  Baltimore  Company  resells  it  to  its  ultimate  cus¬ 
tomers  (J.A.  93).  In  1949  Pepco  received  revenues  of 
$488,986  for  energy  transmitted  to  Baltimore  Company  or 
the  Pennsylvania  Railroad  at  an  average  of  5.27  mills  per 
kilowatt  hour.  It  also  received  $77,509  for  its  frequency 
changer  services  in  connection  with  the  furnishing  of 
energy  to  the  Pennsylvania  Railroad  for  that  year.  (J.A. 
305-306.)  For  the  first  nine  months  of  1950,  Pepco  received 
from  this  source  $319,710  at  a  rate  of  4.9  mills  per  kilo¬ 
watt  hour  and  $58,131  for  railroad  frequency  changer 
service  (J.A.  306).  For  1950  and  1951  it  was  estimated 
that  more  energy  would  be  furnished  to  Baltimore  Com¬ 
pany  than  would  be  received  from  that  source  with  a  re¬ 
sultant  net  credit  to  Pepco  from  such  transactions  (Ex. 
12,  p.  9,  J.A.  804-805). 

The  Commission  in  its  opinion  attempted  to  answer 
Transit’s  contentions  with  respect  to  Pepco ’s  substantial 
services  to  the  Baltimore  Company  by  adverting  to  the 
fact  that  net  interchange  revenues  or  amounts  paid  for 
interchange  may  be  accounted  for  as  a  net  debit  or  credit 
to  operating  expenses  (J.A.  1116).  But  this  method  of 
accounting  for  net  interchange  does  not  alter  the  fact  that 
the  services  rendered  under  the  interchange  'agreement 
are  interstate  services  and  that  the  Federal  Power  Com¬ 
mission  has  power  to  regulate  the  charges  therefor.  Inter¬ 
change  transactions  and  other  non-firm  sales  differ  from 

*  Pepco ’s  wholesale  contracts  covering  sales  to  Southern  Maryland  Coopera¬ 
tive,  Inc.,  are  included  in  the  record  as  Exhibits  39  and  40  (J.A.  955-959, 
959-961);  to  Virginia  Electric  Power  Company  as  Exhibit  38  (J.A.  949-955, 
see  196-197)  ;  to  Consolidated  Gas  Electric  Light  and  Power  Company  of  Balti¬ 
more  as  Exhibits  36  and  36A  (J.A.  922-931,  931-937)  ;  and  to  the  Pennsylvania 
Railroad  Company  as  Exhibits  37  and  37A  (J.A.  937-943,  943-949).  During 
1949,  Braddock  Light  &  Power  Co.,  Inc.,  made  wholesale  sales  to  Virginia  Elec¬ 
tric  Power  Company  which  are  now  included  in  Pepco  sales  since  the  merger  of 
Braddock  as  part  of  the  Pepco  system  as  of  December  31,  1949  (J.A.  56-57). 
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the  sale  of  firm  energy  only  in  that  they  are  arranged  on 
short  notice  when  energy  is  available  and  that  the  rates  or 
charges  therefor  are  computed  on  a  cost  of  production  plus 
a  fixed  percentage  basis  instead  of  a  fixed  rate  basis  (J.A. 
250-252).  The  Federal  Power  Commission  has  in  fact 
regulated  the  rates  involved  in  the  transactions  of  com¬ 
panies  with  which  Pepco  is  interconnected.* 

In  sum,  then,  the  facts  of  record  clearly  establish  that  a 
•substantial  part  of  Pepco ’s  sales  of  electric  energy  and 
services  are  beyond  the  jurisdiction  of  the  Commission. 

(B)  The  Commission’s  Failure  to  Find  Segregated  Costs 
and  Earnings  of  Local  District  Services  Invali¬ 
dates  Its  Rate  Orders. 

The  Commission’s  opinion  makes  it  clear  that  it  de¬ 
liberately  refrained  from  basing  its  determinations  of  Dis¬ 
trict  rates  on  evidence  of  revenues,  costs  of  capital  and  ex¬ 
penses  associated  with  such  District  rates  and  based  them 
instead  on  evidence  of  system  operations  as  a  whole  (J.A. 
1113-111S).  Consistent  with  that  decision,  the  Commission 
completely  failed  to  determine  and  segregate  the  revenues, 
costs  of  capital  and  expenses  associated  with  Pepco ’s  local 
services  within  the  District,  which  alone  are  subject  to  the 
Commission’s  regulatory  jurisdiction,  from  the  revenues, 
costs  of  capital  and  expenses  associated  with  local  services 
to  Maryland  and  Virginia  and  with  the  interstate  sales  dis¬ 
cussed  in  the  foregoing  subsection.  Indeed,  the  Commis¬ 
sion  had  no  evidence  of  record  on  which  it  could  have  made 
such  a  determination  and  segregation  if  it  had  desired  to 
do  so.** 


*  Pennsylvania  Water  $  Power  Co.,  S  FPC  1.  82  PUR  (NS)  193.  273,  af¬ 
firmed.  Pennsylvania  Water  4r  Power  Co.  v.  Federal  Power  Comm.,  supra  ; 
Safe  Harbor  Water  Power  Corp.,  5  FPC  221,  affirmed,  Safe  Harbor  Water 
Poicer  Corp.  v.  Federal  Power  Commission,  supra. 

**  Late  in  the  hearings  before  the  Commission,  its  witness  and  a  witness 
for  Pepco  introduced,  respectively.  Exhibit  77  and  Exhibit  84  (J.A.  1025, 
1029-109S)  which  purported  to  make  an  allocation  among  the  three  geographical 
areas  served  by  Pepco.  These  exhibits  did  not  attempt  to  make  any  segrega¬ 
tion  between  Pepco ’s  local  District  operations  and  its  interstate  operations. 
The  Commission,  in  effect,  rejected  both  of  these  exhibits  since  it  placed  no 
weight  nor  made  any  findings  thereon. 
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Our  position  that  the  District  Commission  could  not  law¬ 
fully  determine  District  rates  except  upon  the  basis  of  a 
segregation  of  Pepco’s  local  District  operations  from  its 
operations  not  subject  to  the  Commission’s  jurisdiction 
finds  firm  support  in  a  case  decided  but  a  few  years  ago  by 
this  Court.  In  Mississippi  River  Fuel  Corporation  v. 
Federal  Power  Commission ,  82  App.  D.C.  208,  163  F.  2d 
433,  the  Federal  Power  Commission  had  in  fact  segregated 
the  costs  of  the  utility’s  operations  which  were  subject  to 
its  jurisdiction  from  those  that  were  not.  This  Court  re¬ 
versed  the  rate  order  of  the  Commission  because  the  Com¬ 
mission  used  improper  segregation  methods  in  certain 
respects  and  because  it  failed  to  make  clear  and  specific 
findings  supporting  its  conclusions. 

In  dealing  with  these  segregation  matters,  this  Court 
stated  as  axiomatic  the  necessity  of  segregating  (or 
allocating)  costs.  It  said  at  page  437 : 

“Petitioner’s  next  point  relates  to  the  determina¬ 
tion  of  certain  costs  of  the  company’s  regulable 
business.  Its  business  consists  in  part  of  the  sale  of 
natural  gas  to  public  utilities  for  resale,  and  in  part  of 
sales  to  industrial  consumers.  The  former  part  is  sub¬ 
ject  to  regulation  by  the  Federal  Power  Commission; 
the  latter  is  not.  In  order  to  determine  fair  and  reason¬ 
able  rates  for  those  sales  which  are  under  its  jurisdic¬ 
tion,  the  Commission  must  of  course,  determine  the. 
costs  involved  in  those  sales.  This  necessitates  an 
allocation  of  costs  a-s  between  those  sales  which  are 
subject  to  this  regulation  and  those  which  are  not.” 
(Emphasis  supplied.) 

As  we  shall  discuss  below,  this  Court  was  well  justified, 
on  the  basis  of  many  Supreme  Court  decisions,  in  stat¬ 
ing  the  necessity  for  a  separate  determination  of  costs  as 
an  axiomatic  principle.  The  Court  below,  however,  dis¬ 
missed  our  reliance  upon  the  Mississippi  River  Fuel  case. 
Its  opinion  stated  ( J.A.  746) : 
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“True,  there  are  some  general  statements  in  the 
opinion  of  the  Court  which,  if  taken  out  of  their  con¬ 
text,  seem  to  make  an  allocation  of  costs  mandatory.” 

The  opinion  below  then  stated  that  a  proper  analysis  of 
this  Court’s  opinion  and  its  opinion  on  rehearing  shows 
that  this  Court  intended  no  such  result  (J.A.  746). 

We  cannot  follow  the  lower  Court’s  reasoning.  This 
Court  unqualifiedly  stated  the  necessity  of  an  allocation  of 
costs  between  the  sales  subject  to  and  those  not  subject  to 
regulation.  It  not  only  appeared  to  do  so,  it  did  so.  And 
a  careful  study  of  the  entire  decision  reveals  no  basis  for 
the  lower  Court’s  further  suggestion  that  this  Court  was 
limiting  the  requirement  of  allocation  only  to  situations 
involving  conflicts  between  federal  and  state  regulatory 
authorities  (J.A.  745).  But  even  if  the  opinion  had  been  so 
limited,  the  lower  Court,  as  we  discuss  elsewhere  (infra, 
pp.  30-31),  failed  to  observe  that  the  -same  potentiality  of 
conflict  between  federal  and  state  regulating  authorities — 
with  the  District  Commission  being  considered  as  operat¬ 
ing  at  the  state  level — exists  here. 

The  law  as  it  exists  in  this  Circuit  leaves  no  discretion 
in  the  Commission  to  test  the  reasonableness  of  local  Dis¬ 
trict  rates  by  evidence  and  findings  of  revenues  and  costs 
related  to  operations  other  than  local  District  service.  In 
contrast  to  the  Commission’s  opinion  that  it  is  empowered 
to  and  should  prescribe  rates  for  local  District  operations 
by  appraising  the  revenue  needs  of  the  Pepco  system  as  a 
whole,  it  is  necessary  to  point  only  to  the  Mississippi  River 
Fuel  case  and  to  the  long  line  of  Supreme  Court  decisions 
refuting  such  a  conclusion.  Under  circumstances  where 
the  local  regulatory  agency  has  jurisdiction  to  regulate 
only  a  part  of  the  utility  business,  the  Supreme  Court  for 
more  than  fifty  years  has  insisted  that  such  local  regula¬ 
tion  must  be  based  upon  a  segregation  or  allocation  of  costs 
and  earnings  associated  with  the  local  business,  and  that  it 
is  an  error  of  law  to  attempt  local  regulation  on  the  basis 
of  over-all  or  system  results  of  operations. 
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In  Smyth  v.  Ames,  169  U.  S.  466,  decided  in  1898,  the 
State  of  Nebraska  contended,  as  does  the  Commission  and 
Pepco  here,  that  in  determining  the  reasonableness  of  local 
rates  the  whole  business  of  the  utility  must  be  considered 
as  a  unit  without  any  separation  of  the  interstate  and  intra¬ 
state  operations.  The  Court  expressly  rejected  that  argu¬ 
ment  saying  (169  U.  S.  at  541-542)  :* 

“We  cannot  concur  in  this  view.  In  our  judgment, 
it  must  be  held  that  the  reasonableness  or  unreason¬ 
ableness  of  rates  prescribed  by  a  state  for  the  trans¬ 
portation  of  persons  and  property  wholly  within  its 
limits  must  be  determined  without  reference  to  the 
interstate  business  done  by  the  carrier,  or  to  the 
profits  derived  from  it.  The  state  cannot  justify  un¬ 
reasonably  low  rates  for  domestic  transportation, 
considered  alone,  upon  the  ground  that  the  carrier  is 
earning  large  profits  on  its  interstate  business,  over 
which,  so  far  as  rates  are  concerned,  the  state  has  no 
control.  Nor  can  the  carrier  justify  unreasonably 
high  rates  on  domestic  business  upon  the  ground  that 
it  will  be  able  only  in  that  way  to  meet  losses  on  its 
interstate  business.  So  far  as  rates  of  transportation 
are  concerned,  domestic  business  should  not  be  made 
to  bear  the  losses  on  interstate  business,  nor  the  latter 
the  losses  on  domestic  business.  It  is  only  rates  for 
the  transportation  of  persons  and  property  between 
points  within  the  state  that  the  state  can  prescribe; 
and  when  it  undertakes  to  prescribe  rates  not  to  be  ex¬ 
ceeded  by  the  carrier,  it  must  do  so  with  reference 
exclusively  to  what  is  just  and  reasonable,  as  between 
the  carrier  and  the  public,  in  respect  of  domestic 
business.  The  argument  that  a  railroad  line  is  an 
entirety:  that  its  income  goes  into,  and  its  expenses  are 
provided  for,  out  of  a  common  fund;  and  that  its 
capitalization  is  on  its  entire  line,  within  and  without 
the  state,  can  have  no  application  where  the  state  is 
without  authority  over  rates  on  the  entire  line,  and  can 
only  deal  with  local  rates  and  make  such  regulations 
as  are  necessary  to  give  just  compensation  on  local 
business.” 

*  Whatever  doubts  later  decisions  have  cast  upon  Smyth  v.  Ames  as  an 
authority  for  "fair  value”  rate  regulation,  its  holding  on  the  point  for  which 
it  is  cited  in  the  text  has  never  been  impaired. 
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The  following  year,  in  San  Diego  Land  &  Town  Co.  v. 
National  City ,  174  U.  S.  739,  75S,  the  Court,  in  deciding 
the  validity  of  a  rate  ordinance  fixing  local  water  rates, 
held  that  consideration  of  the  financial  results  of  service 
in  the  suburbs  of  a  city  would  not  be  proper  in  determining 
the  reasonableness  of  rates  for  service  within  the  city. 

A  year  later,  in  Chicago ,  M.  &  St.  P.  R.  Co.  v.  Tompkins, 
176  U.  S.  167,  the  Court  refused  to  find  any  merit  in  the 
argument,  advanced  by  Pepco  and  the  Commission  for  the 
failure  here  to  determine  the  cost  of  local  business,  that 
such  a  determination  in  a  local  rate  case  was  difficult  and 
uncertain  as  to  accuracy,  and  held  (176  U.  S.  at  179) : 

“We  think,  therefore,  there  was  error  in  the  failure 
to  find  the  cost  of  doing  the  local  business,  and  that 
only  by  a  comparison  between  the  gross  receipts  and 
the  cost  of  doing  the  business,  ascertaining  thus  the  net 
earnings,  can  the  true  effect  of  the  reduction  of  rates 
be  determined.’’ 

In  the  well  known  Minnesota  Rate  Cases  ( Simpson  v. 
Shepard),  230  IT.  S.  352,  decided  in  1913  with  an  exhaustive 
opinion  by  the  late  Chief  Justice  Hughes,  the  entire  sub¬ 
ject  of  the  regulation  of  local  rates  of  a  multistate  utility 
system  was  considered.  In  that  case  the  argument  was 
“strongly  pressed’’  that  the  integrated  nature  of  the  intra¬ 
state  and  interstate  business  of  the  railroads  and  the 
difficulties  of  apportionment  between  the  two  required  the 
conclusion  that  “no  regulation  of  rates  can  be  just,  which 
does  not  take  into  consideration  the  whole  field  of  the 
carrier’s  operations,  irrespective  of  state  lines”  (230  IT.  S. 
at  432).  The  Court,  however,  rejected  this  argument  as  one 
more  appropriately  addressed  to  Congress  rather  than  a 
court  and,  reaffirming  its  decision  in  Smyth  v.  Ames,  supra, 
held  (230  IT.  S.  at  435) : 

“Where  the  business  of  the  carrier  is  both  interstate 
and  intrastate,  the  question  whether  a  scheme  of  maxi¬ 
mum  rates  fixed  by  the  state  for  intrastate  transporta¬ 
tion  affords  a  fair  return,  must  be  determined  by  con- 
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sidering  separately  the  value  of  the  property  employed 
in  the  intrastate  business  and  the  compensation 
allowed  in  that  business  under  the  rates  prescribed.” 

The  Court’s  opinion  also  shows  that  the  foregoing  test 
requires  of  necessity  segregation  or  apportionment  of  in¬ 
trastate  and  interstate  costs  (230  U.  S.  at  462-467). 

In  1930,  the  Supreme  Court,  in  an  opinion  by  Chief 
Justice  Hughes,  decided  the  case  of  Smith  v.  Illinois  Bell 
Telephone  Co.,  282  U.  S.  133,  involving  the  reasonableness 
of  intrastate  rates  in  the  Chicago  area.  The  Commission 
had  made  no  distinction  between  the  interstate  and  intra¬ 
state  property  and  business  of  the  utility  (282  U.  S.  at  146). 
As  he  had  done  seventeen  years  earlier  in  the  Minnesota 
Rate  Cases,  Chief  Justice  Hughes  held  this  to  be  an  im¬ 
proper  method  of  rate  regulation.*  His  language  is  par¬ 
ticularly  apt  in  revealing  the  invalidity  of  the  method  em¬ 
ployed  in  this  case  by  the  appellee  Commission  (282  U.  S. 
at  148-149) : 

“The  separation  of  the  intrastate  and  interstate 
property,  revenues  and  expenses  of  the  Company  is 
important  not  simply  as  a  theoretical  allocation  to  two 
branches  of  the  business.  It  is  essential  to  the  appro¬ 
priate  recognition  of  the  competent  governmental 
authority  in  each  field  of  regulation.  *  *  *  The  proper 
regulation  of  rates  can  be  had  only  by  maintaining  the 
limits  of  state  and  federal  jurisdiction,  and  this  cannot 

*  Sporadic  attempts  were  unsuccessfully  made  in  the  period  between  the 
1913  decision  in  the  Minnesota  Bate  Cases  and  that  in  Smith  v.  Illinois  Bell 
Telephone  Co.,  supra,  to  persuade  the  Supreme  Court  to  ignore  or  overrule 
the  requirement  that  the  revenues  and  costs  of  the  regulable  must  be 
separated  from  those  of  the  non-regulable  operations  of  the  utility.  In 
Norfolk  <f-  W.  B.  Co.  V.  Conley,  236  IT.  S.  605,  612,  it  was  suggested 
that  interstate  receipts  should  be  considered  in  determining  the  reasonableness 
of  intrastate  rates,  but  the  Court  succinctly  stated  that  they  “were  properly 
excluded,  ’  ’  citing  Smyth  v.  Ames,  supra.  In  Northern  Pacific  By.  Co.  v.  Dept, 
of  Public  Works ,  268  U.  S.  39,  the  Court,  by  Justice  Brandeis,  reversed  a 
rate  fixing  order  of  a  state  commission  which  had  disregarded  the  evidence 
of  the  segregated  costs  and  return  on  the  portion  of  the  business  being 
regulated  and  used  instead  a  statistical  average  cost  of  the  entire  busi¬ 
ness  of  four  carriers  participating  in  the  traffic  under  consideration.  In  Chi- 
cago,  M.  4r  St.  P.  By.  Co.  V.  Public  Utilities  Comm.,  274  U.  S.  344,  350-352, 
a  state  commission  had  refused  to  consider  evidence  of  the  costs  and 
revenues  of  the  intrastate  business,  but  had  fixed  the  intrastate  rates  on  the 
basis  of  the  combined  intrastate  and  interstate  business.  The  Court  held  this 
to  be  arbitrary  and  a  denial  of  due  process  of  law. 


be  accomplished  unless  there  are  findings  of  fact 
underlying  the  conclusions  reached  with  respect  to  the 
exercise  of  each  authority.  In  view  of  the  questions 
presented  in  this  case,  the  validity  of  the  order  of  the 
state  commission  can  be  suitably  tested  only  by  an 
appropriate  determination  of  the  value  of  the 
property  employed  in  the  intrastate  business  and  of 
the  compensation  receivable  for  the  intrastate  service 
under  the  rates  prescribed.  Minnesota  Rate  Cases,  230 
U.  S.  352,  435.  As  to  the  value  of  that  property,  and 
as  to  the  revenue  and  expenses  incident  to  that  busi¬ 
ness,  separately  considered,  there  should  be  specific 
findings .”  (Emphasis  supplied.) 

Wabash  Valley  Electric  Co.  v.  Young,  287  U.S.  488, 
shows  that  the  Court  draws  no  distinction  between  the 
fixing  of  electric  utility  rates  and  the  rates  for  other 
utilities  where  segregation  of  costs  to  determine  rea¬ 
sonableness  of  rates  is  concerned.  In  that  case,  a  state 
commission  had  fixed  electric  rates  in  one  municipality  for 
an  electric  company  operating  an  integrated  system  over 
a  large  area  of  the  state.  The  utility  contended  that  it 
did  not  receive  constitutional  due  process  since  the  busi¬ 
ness  of  the  company  as  a  whole  had  not  been  considered 
for  rate-making  purposes.  The  Court,  however,  rejected 
that  argument,  citing  with  approval  both  the  Minnesota 
Rate  Cases,  supra,  and  Smith  v.  Illinois  Bell  Telephone 
Co.,  supra. 

Although  we  discuss  below  the  lower  Court’s  treatment 
in  this  case  of  the  controlling  authorities  on  the  issue  of 
segregation,  we  feel  w’e  should  observe  at  this  point  the 
fallacy  in  its  reasoning  that  the  Wabash  Valley  opinion 
reveals  that  a  “shift  in  the  attitude  of  the  Supreme  Court 
on  this  question  was  displayed”  (J.A.  742).  The  Court 
below  found  this  shift  from  the  Supreme  Court’s  strict 
insistence  upon  a  segregation  of  costs  as  expressed  in  such 
cases  as  the  Minnesota  Rate  Cases  and  the  Illinois  Bell 
Telephone  Co.  case  in  the  following  language  of  the  Court’s 
opinion  in  the  Wabash  Valley  case  (J.A.  742) : 
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“  ‘Normally,  the  unit  for  rate  making  purposes,  we 
may  assume,  would  be  the  entire  interconnected  oper¬ 
ating  property  of  a  utility  used  and  useful  for  tlie 
convenience  of  the  public  in  the  territory  served, 
without  regard  to  particular  groups  of  consumers  or 
local  subdivisions  *  *  *  ’  (The  emphasis  appears  in 
the  opinion  below.) 

From  this  language  of  the  Supreme  Court,  the  Court 
below  reached  the  following  conclusion  ( J.A.  743) : 

“It  should  be  emphasized  that  the  Supreme  Court 
in  this  case  suggests  that  normally  the  unit  for  rate 
making  purposes  should  be  the  entire  property  of  the 
utility  without  regard  to  geographical  subdivisions” 

This  reasoning,  however,  is  clearly  a  non-sequitur.  The 
Supreme  Court  did  not  refer  to  geographical  or  jurisdic¬ 
tional  subdivisions  in  its  opinion;  indeed  there  was  no 
occasion  to  do  so  since  it  was  dealing  with  a  rate  order 
issued  by  a  state  commission  which  had  jurisdiction  over 
the  entire  operations  of  the  utility.  In  such  a  situation 
it  is,  of  course,  normal  to  consider  the  entire  intercon¬ 
nected  system  as  a  unit  for  rate  making  purposes. 

In  recent  years  there  has  been,  as  might  be  expected  in 
the  light  of  the  Supreme  Court  decisions  discussed  above, 
a  wide  spread  recognition  by  state  commissions  that  the 
proper  regulation  of  a  utility  operating  across  state 
boundaries  or  engaged  in  both  interstate  and  intrastate 
operations  requires  the  separation  of  the  regulable  from 
the  non-regulable  business.  A  representative  case  is  the 
recent  one  of  Re  Montana-Dakota  Utilities  Co.,  78  PUR 
(NS)  33,  which  involved  an  integrated  system  operating 
in  five  states  and  Canada.  The  utility,  seeking  a  rate  in¬ 
crease  from  the  Montana  Public  Service  Commission, 
submitted  its  case  on  a  segregation  of  properties  and  an 
allocation  of  joint  operations  used  and  useful  in  Montana. 
The  protestants  objected  to  this  and  insisted,  as  does 
Pepco  and  the  Commission  here,  that  the  regulatory  Com¬ 
mission  determine  the  rates  on  the  basis  of  the  over-all 


26 


be  accomplished  unless  there  are  findings  of  fact 
underlying  the  conclusions  reached  with  respect  to  the  ^ 

exercise  of  each  authority.  In  view  of  the  questions 
presented  in  this  case,  the  validity  of  the  order  of  the  < 

state  commission  can  be  suitably  tested  only  by  an  „ 

appropriate  determination  of  the  value  of  the 
property  employed  in  the  intrastate  business  and  of 
the  compensation  receivable  for  the  intrastate  service 
under  the  rates  prescribed.  Minnesota  Rate  Cases,  230 
U.  S.  352,  435.  As  to  the  value  of  that  property,  and 
as  to  the  revenue  and  expenses  incident  to  that  busi¬ 
ness,  separately  considered,  there  should  be  specific  v*' 

findings .”  (Emphasis  supplied.) 

Wabash  Valley  Electric  Co.  v.  Young,  287  U.S.  488, 
shows  that  the  Court  draws  no  distinction  between  the 
fixing  of  electric  utility  rates  and  the  rates  for  other 
utilities  where  segregation  of  costs  to  determine  rea¬ 
sonableness  of  rates  is  concerned.  In  that  case,  a  state 
commission  had  fixed  electric  rates  in  one  municipality  for 
an  electric  company  operating  an  integrated  system  over 
a  large  area  of  the  state.  The  utility  contended  that  it 
did  not  receive  constitutional  due  process  since  the  busi¬ 
ness  of  the  company  as  a  whole  had  not  been  considered  J 

for  rate-making  purposes.  The  Court,  however,  rejected 
that  argument,  citing  with  approval  both  the  Minnesota 
Rate  Cases,  supra,  and  Smith  v.  Illinois  Bell  Telephone  + 

Co.,  supra. 

Although  we  discuss  below  the  lower  Court’s  treatment 
in  this  case  of  the  controlling  authorities  on  the  issue  of 
segregation,  we  feel  we  should  observe  at  this  point  the 
fallacy  in  its  reasoning  that  the  Wabash  Valley  opinion 
reveals  that  a  “shift  in  the  attitude  of  the  Supreme  Court 
on  this  question  was  displayed”  (J.A.  742).  The  Court  * 

below  found  this  shift  from  the  Supreme  Court’s  strict  4 

insistence  upon  a  segregation  of  costs  as  expressed  in  such 
cases  as  the  Minnesota  Rate  Cases  and  the  Illinois  Bell 
Telephone  Co.  case  in  the  following  language  of  the  Court’s  + 

opinion  in  the  Wabash  Valley  case  (J.A.  742) : 


**  ‘Normally,  the  unit  for  rate  making  purposes,  we 
may  assume,  would  be  the  entire  interconnected  oper¬ 
ating  property  of  a  utility  used  and  useful  for  the 
convenience  of  the  public  in  the  territory  served, 
without  regard  to  particular  groups  of  consumers  or 
local  subdivisions  *  #  *  ’  ”.  (The  emphasis  appears  in 
the  opinion  below.) 

From  this  language  of  the  Supreme  Court,  the  Court 
below  reached  the  following  conclusion  ( J.A.  743) : 

“It  should  be  emphasized  that  the  Supreme  Court 
in  this  case  suggests  that  normally  the  unit  for  rate 
making  purposes  should  be  the  entire  property  of  the 
utility  without  regard  to  geographical  subdivisions”. 

This  reasoning,  however,  is  clearly  a  non-sequitur.  The 
Supreme  Court  did  not  refer  to  geographical  or  jurisdic¬ 
tional  subdivisions  in  its  opinion;  indeed  there  was  no 
occasion  to  do  so  since  it  was  dealing  with  a  rate  order 
issued  by  a  state  commission  which  had  jurisdiction  over 
the  entire  operations  of  the  utility.  In  such  a  situation 
it  is,  of  course,  normal  to  consider  the  entire  intercon¬ 
nected  system  as  a  unit  for  rate  making  purposes. 

In  recent  years  there  has  been,  as  might  be  expected  in 
the  light  of  the  Supreme  Court  decisions  discussed  above, 
a  wide  spread  recognition  by  state  commissions  that  the 
proper  regulation  of  a  utility  operating  across  state 
boundaries  or  engaged  in  both  interstate  and  intrastate 
operations  requires  the  separation  of  the  regulable  from 
the  non-regulable  business.  A  representative  case  is  the 
recent  one  of  Re  MontanarDakota  Utilities  Co.,  78  PUR 
(NS)  33,  which  involved  an  integrated  system  operating 
in  five  states  and  Canada.  The  utility,  seeking  a  rate  in¬ 
crease  from  the  Montana  Public  Service  Commission, 
submitted  its  case  on  a  segregation  of  properties  and  an 
allocation  of  joint  operations  used  and  useful  in  Montana. 
The  protestants  objected  to  this  and  insisted,  as  does 
Pepco  and  the  Commission  here,  that  the  regulatory  Com¬ 
mission  determine  the  rates  on  the  basis  of  the  over-all 
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integrated  system.  The  Commission  rejected  that  conten¬ 
tion  saying: 

“*  #  *  The  Commission  only  has  jurisdiction  over 
rates  charged  to  persons  located  in  Montana  and  the 
jurisdiction  of  the  Commission  would  be  limited  to 
property  used  and  usable  in  rendering  service  to  those 
patrons  in  Montana.”  (7S  PUR  (NS)  33,  46) * 

With  the  principle  of  segregation  firmly  established 
and  being  applied  in  routine  fashion  by  regulatory  com¬ 
missions,  the  appellate  courts’  consideration  of  segrega¬ 
tion  or  allocation  problems  has  been  largely  confined  to 
the  questions  whether  or  not  the  regulatory  commission 
had  made  the  necessary  findings  and  whether  or  not  there 
is  evidence  of  record  to  support  the  results  of  the  alloca¬ 
tion  or  separation  made  by  the  Commission.  Thus,  as 
stated  above,  the  Mississippi  River  Fuel  case,  supra,  rep¬ 
resents  an  instance  of  a  reversal  for  insufficient  findings 
and  for  lack  of  evidence  to  support  the  conclusions  of  the 


*  Where  operations  in  more  than  one  state  are  involved,  other  state  com¬ 
missions  have  recognized  the  necessity  of  the  segregation  of  the  local  electric 
business  from  the  business  not  subject  to  their  regulatory  jurisdiction.  Public 
Utilities  Consol.  Corp.  (Ariz.),  PUR  1932D,  407,  410;  Southern  Sierras  Power 
Co.  (Cal.),  16  PUR  ( NS)  194,  201;  Public  Service  Convm.  v.  A rka nsas -Missouri 
P.  Co.  (Mo.),  8  PUR  (NS)  113 ;  Fargo  V.  Union  Lt.,  H.  $  P.  Co.  (N.D.), 
PUR  1920A,  764,  795,  SOI;  Northwestern  Electric  Co.  (Ore.),  PUR  1933A, 
493,  503-504;  Public  Service  Commission  v.  Utah  P.  <$-  L.  Co.  (Utah),  50 
PUR  (NS)  133,  140,  affirmed,  Utah  P.  L.  Co.  v.  Public  Service  Comm., 
107  Utah  155,  152  P.  (2d)  542,  56  PUR  (NS)  136;  Dept,  of  Public  Service 
v.  Pacific  P.  <f  L.  Co.  (Wash.),  13  PUR  (NS)  187,  220;  St.  Croix  Falls  Wis. 
Imp.  Co.  (Wis.),  34  PSCW  232,  2-U-2S69,  May  25,  1949. 

The  Maryland  Commission,  which  has  jurisdiction  of  Pepco ’s  local  Mary¬ 
land  rates,  has  determined  that  it  must  segregate  the  Maryland  business  of  an 
electric  utility  operating  in  other  states  as  well  as  in  Maryland.  Potomac 
Edison  Co.  (Md.),  8  PUR  (NS)  253;  Eastern  Shore  Gas  $  Electric  Co.  of 
Md.  (Md.),  PUR  1929E,  244. 

In  Florida,  where  municipalities  have  jurisdiction  to  regulate  electric  rates 
only  within  city  limits,  the  argument  that  integrated  system  costs  of  serving 
the  city  and  surrounding  territory  should  be  considered  as  a  whole  has  been 
expresslv  rejected.  Tampa  Electric  Co.  (Fla.),  37  PUR  (NS)  440,  461,  471; 
Florida  P.  $  L.  Co.  v.  Miami,  98  F.  2d  ISO,  183,  25  PUR  (NS)  321,  cert, 
denied,  305  U.  S.  644,  cited  with  approval  in  American  Toll  Bridge  Co.  v. 
Pailroad  Comm.,  307  U.  S.  486,  494.  “Application  of  the  magic  phrase 
‘integrated  system’  ”  does  not  require  the  consideration  of  system  costs  in 
fixing  rates  for  one  county  of  a  larger  area  served  by  an  electric  company. 
Florida  Power  Corp.  V.  Smith,  (Fla.,  6  Cir.  Ct.),  Aug.  31,  1951.  90  PUR 
(NS)  166,  177. 
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Commission  regarding  a  proper  allocation.  Similarly,  in 
Color  a  do -Wyoming  Gas  Co.  v.  Federal  Power  Commis¬ 
sion,  324  U.  S.  626,  the  Supreme  Court  held  that  the  find¬ 
ings  of  the  Commission  regarding  allocation  were  insuffi¬ 
cient  to  support  its  rate  order.* 

We  now  turn  to  the  lower  Court’s  treatment  of  the  long 
line  of  precedents  establishing  the  requirement  of  segre¬ 
gation  in  a  situation  presented  by  the  instant  case.  After 
discussing  a  number  of  cases,  the  Court  reached  the  fol¬ 
lowing  conclusions  ( J.  A.  745-746) : 

“1.  Normally,  the  unit  for  rate  making  purposes  is 
the  entire  interconnected  operating  property  of  the 
utility,  without  regard  to  geographical  subdivisions, 
although  conditions  may  be  such  as  to  require  or  per¬ 
mit  the  segregation  of  a  smaller  unit. 

2.  Ordinarily,  whether  a  smaller  unit  should  be  used 
as  a  basis  for  rate  making,  is  a  matter  of  discretion 
for  the  regulatory  agency. 

3.  An  exception  is  made  if  a  part  of  the  business  of 
the  utility  is  subject  to  State  regulation  and  part  to 
Federal  regulation.  In  that  event,  in  order  to  prevent 
a  conflict  between  State  and  Federal  power,  the  State 
in  fixing  rates  must  segregate  the  properties  used  in 
the  intrastate  business  and  establish  intrastate  rates 
on  the  basis  of  the  segregated  properties  as  a  rate 
base.  Similarly,  costs  must  be  allocated  as  between 
intrastate  and  interstate  business. 

4.  Such  a  segregation  and  allocation  are  not  manda¬ 
tory  if  the  business  of  the  company  is  subject  to  regu¬ 
lation  by  two  or  more  States,  no  part  of  its  being  sub¬ 
ject  to  Federal  supervision.” 

The  only  authority  cited  for  the  first  conclusion  was  the 
Wabash  Valley  case,  supra.  We  have  shown  as  a  part  of 


*  The  Federal  Power  Commission,  having  jurisdiction  only  over  interstate 
operations,  of  necessity  segregates  the  interstate  business  from  the  other  busi¬ 
ness.  Pennsyvlania  Water  <$•  Power  Co.,  8  FPC  1,  82  PUR  (NS)  193,  273; 
Chicago  District  Electric  Generating  Corp.,  2  FPC  412,  425,  39  PUR  (NS) 
263;  Interstate  Power  Co.,  2  FPC  71,  32  PUR  (NS)  1. 
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our  discussion  of  that  opinion,  supra ,  the  fallacy  in  the 
reasoning  of  the  Court  below. 

The  second  conclusion,  as  stated  without  any  qualifica¬ 
tion  is,  we  submit,  equally  fallacious,  but  we  shall  defer 
our  discussion  of  this  point  until  we  reach  the  fourth 
conclusion. 

We  now  desire  to  direct  this  Court’s  attention  to  the 
third  conclusion  reached  by  the  Court  below.  Although 
that  Court  cited  no  precedents,  it  presumably  was  relying 
on  Smyth  v.  Ames,  the  Minnesota  Rate  Cases  and  Smith 
v.  Illinois  Bell  Tel.  Co.,  which  were  discussed  at  some 
length  in  an  earlier  part  of  the  opinion.  We,  of  course, 
have  no  quarrel  with  this  third  conclusion  of  the  Court 
below,  although  we  do  not  think  that,  as  the  Court  implied, 
it  is  only  an  exception  to  the  rule  that  the  regulatory 
agency  can  decide  as  a  matter  of  discretion  to  regulate  on 
the  basis  of  less  than  the  entire  business  of  the  utility. 
Indeed,  the  application  of  this  third  conclusion  to  the 
present  ease  clearly  requires  a  reversal  of  the  lower 
Court’s  judgment  and  a  setting  aside  of  the  Commission’s 
orders. 

We  have  earlier  in  this  brief  set  forth  in  detail  the  ex¬ 
tensive  wholesale  sales  by  Pepco  of  electric  energy  and  elec¬ 
tric  service  in  interstate  commerce.  There  has  not  been 
and  there  cannot  be  in  this  proceeding  any  challenge  of  the 
fact  that  such  sales  to  Southern  Maryland  Cooperative, 
Inc.,  Vepco.,  the  Baltimore  Company  and  the  Pennsylvania 
Railroad  Company  are  in  interstate  commerce.  But  there 
was  no  attempt  made  by  the  Commission  to  segregate  from 
the  purely  local  District  business  of  Pepco,  the  revenues 
and  costs  associated  with  these  interstate  operations. 
Under  long  established  authority  of  the  Supreme  Court  and 
in  pursuance  of  the  legal  conclusion  reached  by  the  Court 
below  in  this  very  case,  it  was  reversible  error  not  to  do  so. 

The  reason  why  the  Court  below  failed  to  apply  a  con¬ 
trolling  legal  principle  with  which  it  was  in  express  agree¬ 
ment  is  puzzling  and  cannot  be  discerned  from  its  opinion. 


Indeed,  the  Court  took  pains  to  include  in  its  opinion  the 
statement  for  which  there  is  no  basis  that  this  was  not  a 
case  of  a  company  which  is  subject  in  part  to  Federal  and 
in  part  to  State  regulation  (J.A.  746).  It  certainly  could 
not  have  meant  by  this  statement  that  the  controlling  cases 
(including  this  Court’s  decision  in  the  Mississippi  River 
Fuel  case,  supra)  are  not  applicable  simply  because  the 
appellee  Commission’s  jurisdiction  lies  solely  within  the 
District  of  Columbia  and  not  within  a  state,  since  it  is 
obvious  that,  in  terms  of  possible  conflict  with  the  federal 
authority  (the  Federal  Power  Commission),  the  appellee 
Commission  should  be  treated  as  a  state  regulatory  body. 
The  attention  of  the  Court  below,  of  course,  had  been  re¬ 
peatedly  called  to  the  interstate  operations  of  Pepco.  See 
Transit’s  briefs  below  (R.  2942-2951,  3041,  3044,  SOOT- 
SOTS). 

For  its  fourth  conclusion  on  this  basic  question  of  law  in¬ 
volved  in  this  case,  the  Court  below  held  that  a  segregation 
is  not  mandatory  if  the  utility’s  operations  are  subject  to 
regulation  by  two  or  more  states  with  no  part  subject  to 
federal  supervision  (J.A.  745-746).  That  situation,  as  ex¬ 
plained  above,  is  not  present  here,  so,  in  a  sense,  the  entire 
discussion  of  the  Court  below  in  support  of  this  conclusion 
is  academic.  Nevertheless,  we  shall  proceed  to  discuss  the 
point  on  the  same  basis  as  that  assumed  by  the  Court  below, 
although  we  believe  the  assumption  to  be  erroneous. 

The  Court’s  fourth  conclusion  and  its  second  conclusion 
are  closely  related;  in  fact,  if  the  fourth  conclusion  were 
sound,  the  second  conclusion — to  the  effect  that  the  segre¬ 
gation  of  costs  lies  within  the  discretion  of  the  regulatory 
agency — w^ould  follow  as  a  necessary  corollary.  But  actu¬ 
ally,  the  second  conclusion  is  sound  only  if  the  particular 
regulatory  agency  alone  has  jurisdiction  of  the  entire  oper¬ 
ations  of  the  utility  as  well  as  over  the  smaller  unit  in 
question.  Then  it  can  decide  upon  some  rational  basis  to  fix 
rates  upon  the  over-all  system  basis  or  upon  a  segregation 
between  its  entire  system  and  the  smaller  unit.  In  the 
Wabash  Valley  case,  supra,  cited  by  the  Court  below,  the 


32 


regulatory  agency,  a  state  commission,  had  jurisdiction 
over  the  entire  system  of  the  utility  as  well  as  over  its  op¬ 
eration  in  the  smaller  unit,  a  city.  But,  of  course,  the  in¬ 
stant  situation  with  three  separate  regulatory  bodies  hav¬ 
ing  jurisdiction  at  the  state  level  is  quite  different. 

The  Court  below,  in  addition  to  the  Wabash  Valley  case, 
cited  Colorado  Interstate  Gas  Co.  v.  Federal  Power  Com¬ 
mission,  324  U.  S.  581,  and  Lone  Star  Gas  Co.  v.  Texas, 
304  U.  S.  224,  in  support  of  its  second  and  fourth  con¬ 
clusions.  The  Colorado  Interstate  case,  however,  affords  . 
strong  support  for  our  position  while  the  Lone  Star  case 
is  not  in  point. 

In  the  Colorado  Interstate  case,  supra ,  the  Federal  Power 
Commission,  in  determining  the  rates  of  two  natural  ga-s 
companies  operating  as  an  integrated  system,  did  recog¬ 
nize  the  principle  that  it  must  make  a  separation  of  that 
portion  of  the  utilities’  operations  subject  to  its  jurisdic¬ 
tion  from  those  which  'were  not.  That  Commission  made 
its  separation  on  the  basis  of  an  allocation  of  costs  instead 
of  a  separation  of  the  properties.  The  companies  attacked 
both  the  method  and  the  accuracy  of  the  allocation. 

Although  the  Supreme  Court  upheld  the  Commission,  it 
recognized  that  the  Commission  had  “ordered  a  rate  reduc¬ 
tion  based  solely  on  the  excess  of  revenues  over  costs  (in¬ 
cluding  return)  derived  from  the  regulated  business”  (324 
U.  S.  at  594 ;  emphasis  supplied).  From  this  and  other  lan¬ 
guage  of  the  opinion  quoted  in  the  footnote,*  it  is  clear  that 

*  The  Court  stated  at  page  593 : 

<  <  •  •  •  ^  is  apparent  that  if  the  reduction  ordered  was  based  on 

the  excess  of  revenues  from  all  classes  of  business  over  the  aggregate  costs, 
the  result  would  be  to  reduce  to  a  common  level  the  profits  from  each 
class.  In  that  case,  whenever  a  company  was  making  a  higher  return  on 
its  unregulated  business  than  the  rate  of  return  allowed  for  the  regulated 
business,  the  excess  earnings  from  the  unregulated  part  would  be  appro¬ 
priated  to  the  entire  business.  When  the  unregulated  business  was  being 
operated  at  a  loss  or  at  less  than  the  return  which  was  allowed,  excess 
earnings  from  the  regulated  business  would  be  appropriated  to  the  un¬ 
regulated  business.  A  low  rate  might  therefore  be  concealed  by  siphoning 
earnings  from  the  unregulated  business;  a  high  rate  might  be  built  up 
by  making  the  regulated  business  share  the  losses  of  the  unregulated 
one.”  (Emphasis  supplied.) 
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the  court  recognized  the  mandatory  duty  of  the  Commis¬ 
sion  to  segregate  the  regulable  from  the  non-regulable  op¬ 
erations  of  the  utilities.  In  fact,  the  necessity  of  such  a 
segregation  was  not  a  basic  issue  in  the  case;  rather  the 
controversy  involved  the  proper  methods  or  formulae  to  be 
employed. 

In  the  case  of  Lone  Star  Gas  Co.  v.  Texas,  supra,  which 
the  Court  below  cited  in  support  of  its  second  and  fourth 
conclusions,  the  Railroad  Commission  of  Texas  had  re¬ 
duced  the  natural  gas  rates  of  the  utility  in  Texas.  This 
utility,  which  was  engaged  in  the  production,  transporta¬ 
tion  and  the  sale  at  wholesale  of  natural  gas  in  Texas,  and 
to  a  much  lesser  extent  in  Oklahoma,  transported  nat¬ 
ural  gas  to  the  “city  gates”  of  some  300  cities  and  towns, 
270  of  which  were  in  Texas.  At  such  points  the  gas  was 
sold  and  delivered  to  distributing  companies  for  resale  to 
the  public.*  The  numerous  distributing  companies,  with 
only  two  exceptions,  were  affiliated  with  the  Lone  Star  Gas 
Co.  through  one  parent  corporation.  This  affiliated  cor¬ 
porate  group  conducted  operations  involving  the  entire 
process  of  producing  gas  at  the  wells  and  transporting  and 
distributing  it  until  it  reached  the  burners  of  the  ultimate 
consumers.  For  this  reason  the  Texas  Commission  treated 
the  Lone  Star  Gas  Co.  ’s  properties  as  part  of  an  integrated 
system  of  which  that  company  was  one  department.** 

The  Texas  Commission  determined  the  reduction  in  the 
rates  of  Lone  Star  Gas  Co.  after  it  had  “considered  the 
Oklahoma  properties  and  operations  and  the  effect  thereof 
on  the  revenues  and  expenditures  within  Texas”  (304  U.  S. 
at  227).  It  is  important  to  note  that  the  utility  made  no  ob¬ 
jection  to  that  course  (304  U.  S.  at  227).  It  is  also  im¬ 
portant  to  consider  the  extent  of  the  utility’s  properties 
and  operations  in  Oklahoma.  It  was  found  that  about  79 

*  Lone  Star  Gas  Co.  v.  Texas,  supra,  at  226-227.  Sec  also  the  opinion 
below  of  the  Court  of  Civil  Appeals,  Texas  v.  Lone  Star  Gas  Co.,  Tex.  Civ. 
App.,  S6  S.W.  2d  484,  491-492. 

**  Lone  Star  Gas  Co.  v.  Texas,  supra,  at  237 ;  Texas  v.  Lone  Star  Gas  Co., 
supra,  at  492. 
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per  cent  of  the  gas  produced  and  transmitted  by  Lone  Star 
was  produced,  transmitted  and  consumed  in  Texas  and  was 
admittedly  subject  to  regulation  by  the  State  Commission. 
About  17  per  cent  of  Lone  Star’s  gas  supply  came  from 
the  Texas  Panhandle  field.  This  gas  was  transported  by 
the  utility  from  that  field  across  a  corner  of  Oklahoma  and 
back  into  Texas.  The  balance  of  the  gas  was  produced  or 
purchased  by  the  utility  in  Oklahoma.  The  quantity  of  this 
Oklahoma  gas  was  relatively  small,  although  the  exact 
amount  was  subject  to  controversy.  The  Supreme  Court 
noted  that  the  amount  of  Oklahoma  gas  was  diminishing 
and  had  been  reduced  to  four  per  cent  of  the  utility’s  gas 
produced  in  Texas.  (304  U.  S.  at  227,  239.)* 

In  the  lower  Texas  Court  a  trial  de  novo  was  had.  The 
utility  attacked  the  Texas  Commission’s  order  on  two  sepa¬ 
rate  and  independent  grounds,  i.e.  (1)  it  constituted  a  bur¬ 
den  on  interstate  commerce,  in  which  the  utility  contended 
that  it  was  engaged,  in  contravention  of  the  commerce 
clause  of  the  Federal  Constitution,  and  (2)  the  rates  were 
confiscatory.  With  respect  to  its  second  ground,  the  utility 
at  the  trial  insisted  on  its  right  to  show  the  confiscatory  re¬ 
sults  on  the  same  integrated  basis  used  by  the  Commission. 
However,  after  the  Commission  had  insisted  that  the  utility 
could  not  challenge  the  rate  reduction  order  unless  it  seg¬ 
regated  the  regulable  from  the  non-regulable  operations, 
the  company  introduced  evidence  showing  a  segregation  be¬ 
tween  what  it  contended  was  its  interstate  and  intrastate 
operations.  In  rebuttal  the  Commission  introduced  evi¬ 
dence  showing  a  segregation  of  the  utility’s  properties  and 
operations  between  Texas  and  Oklahoma.  (304  U.  S.  at 
228-230.)  The  trial  court  determined  in  effect  that  the 
reduced  rates  fixed  by  the  Commission  were  confiscatory 
(304  TJ.  S.  at  230-231). 

*  The  Texas  Commission  found  a  total  rate  base  of  $46,246,617  of  which 
$41,572,331  was  transmission  property,  excluding  production  properties.  (304 
IT.  S.  at  227.)  It  also  found,  on  the  basis  of  its  segregation,  that  $40,256,S62 
of  the  property,  excluding  production  property,  was  located  in  Texas  (304 
U.  S.  at  230).  Thus,  substantially  all  of  the  property  was  found  to  be  al¬ 
locable  to  Texas  operations  by  the  Commission. 
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On  appeal  to  the  Texas  Court  of  Appeals,  the  lower  court 
was  reversed  on  the  ground  that  the  utility  had  not 
proved  confiscation  because  it  had  failed  to  make  a  proper 
segregation  of  its  interstate  and  intrastate  operations  (304 
U.  S.  at  235-236).  On  appeal  to  the  Supreme  Court  of  the 
United  States,  two  questions  only  were  presented  and  de¬ 
cided.  The  first  was  whether  the  Texas  Commission’s  order 
had  constituted  a  burden  on  interstate  commerce  by  fixing 
wholesale  rates  for  service  to  retail  affiliates  in  Texas  upon 
a  consideration  of  the  revenues  and  expenses  of  opera¬ 
tions  involved  in  such  sales  in  Texas,  admittedly  in  part 
across  state  lines.  On  this  point  the  Court  ruled  adversely 
to  the  utility  and  held  that  the  State  Commission  did  not 
act  in  violation  of  its  rights  under  the  commerce  clause 
(304  U.  S.  at  236).  With  respect  to  the  gas  produced  in 
the  Texas  Panhandle  field  and  transported  across  a  corner 
of  Oklahoma  and  back  into  Texas,  the  Court  stated  that 
this  fact  did  not  make  the  transmission  line  in  Oklahoma 
any  less  a  part  of  the  system  of  serving  Texas  gas  pro¬ 
duced  from  Texas  wells  to  communities  in  Texas. 

The  Court  likewise  held  that  the  Commission’s  rate  re¬ 
duction  order  did  not  constitute  any  burden  on  interstate 
commerce  with  respect  to  the  gas  produced  or  purchased  by 
the  utility  in  Oklahoma.  The  Court  referred  to  the  fact 
that  such  gas  was  run  through  extraction  plants  in  Texas, 
leaving  the  residue  of  gas  changed  in  composition,  that 
large  amounts  of  this  gas  were  stored  in  Texas  wells  and 
commingled  with  Texas  gas  and  that  the  amount  of  Okla¬ 
homa  gas  was  negligible  in  comparison  with  the  amount  of 
Texas  gas  with  which  it  was  mixed.  Although  mentioning 
that  some  of  these  facts  were  controverted  by  the  utility, 
the  Supreme  Court  -stated  that  “we  think  that  the  proved 
manner  in  w’hich  the  gas  from  Oklahoma  was  treated  and 
handled  in  Texas  made  it  an  integral  part  of  the  gas  sup¬ 
plied  to  the  Texas  communities  in  appellant’s  intrastate 
business  and  that  the  Commission  wTas  entitled  so  to  con¬ 
sider  it  in  fixing  it-s  rates”.  And  the  Court  added,  “It  is 
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in  this  light  that  the  inclusion  by  the  Commission  in  its 
calculations  of  appellant’s  producing  properties  in  Okla¬ 
homa  and  its  transmission  lines  to  Texas  must  be  consid¬ 
ered”.  (304  U.  S.  at  239.) 

It  is,  accordingly,  clear  that,  in  view  of  all  the  facte  and 
circumstances  surrounding  the  properties  and  operations 
in  Oklahoma,  the  Supreme  Court  concluded  that  the  Texas 
Commission’s  action  in  taking  these  properties  and  opera¬ 
tions  into  account  did  not  burden  interstate  commerce.  It 
is  also  significant  that  in  this  connection  the  Court  re¬ 
ferred  to  the  utility’s  failure  to  object  to  the  method 
adopted  by  the  Commission  and  to  the  evidence  of  record 
that  the  Commission’s  basis  for  regulation  was  actually 
more  favorable  to  the  utility  than  any  method  based  on  a 
segregation  of  the  utility’s  operations  (304  U.  S.  at  240). 

The  second  point  decided  by  the  Supreme  Court,  and 
upon  which  it  reversed  the  Texas  Court  of  Civil  Appeals, 
was  that  the  utility  was  entitled  to  attack  the  Commission’s 
order  on  the  same  basis  as  it  -was  made.  It  -was  in  this 
connection,  and  for  this  reason  only,  that  the  Supreme 
Court  held  there  was  no  necessity  for  a  segregation  of  op¬ 
erations  in  order  to  allege  confiscation.  The  Supreme 
Court  stated  (304  U.  S.  at  241) : 

“But  if  in  the  circumstances  shown  the  Commission 
was  entitled  to  make  its  findings  with  respect  to  ap¬ 
pellant’s  property  and  business  upon  the  basis  it 
adopted  in  order  to  fix  a  fair  rate  for  the  sales  and  de¬ 
liveries  in  Texas,  appellant  was  entitled  to  assail  those 
findings  upon  the  same  basis.” 

In  other  -words,  as  a  matter  of  elementary  fairnes-s,  the 
Commission,  having  adopted  at  its  own  hearing  a  particu¬ 
lar  method  of  rate  regulation,  could  not  insist  on  appeal 
that  the  utility  could  challenge  its  order  solely  on  the  basis 
of  a  quite  different  approach,  and  it  was  error  for  the  ap¬ 
pellate  court  below  to  uphold  the  Commission’s  inconsistent 


position.*  This  was  made  abundantly  clear  by  the  lan¬ 
guage  of  the  Supreme  Court  which  immediately  follows: 

“If  the  findings  of  the  Commission  as  to  value  and 
other  basic  elements  wTere  to  be  taken  as  presumptively 
correct  and  appellant  could  not  succeed  save  by  over¬ 
coming  those  determinations  by  clear  and  convincing 
proof,  appellant  could  not  be  denied  the  right  to  in¬ 
troduce  evidence  as  to  its  property  and  business  as  an 
integrated  system  and  to  have  the  sufficiency  of  its  evi¬ 
dence  ascertained  by  the  criterion  which  the  Commis¬ 
sion  had  properly  used  in  the  same  manner  in  reaching 
its  conclusion  as  to  the  Texas  rate.  Neither  the  fact 
that  appellant,  because  of  the  insistence  of  the  State 
that  the  property  and  business  should  be  segregated, 
finally  introduced  evidence  for  that  purpose,  nor  the  in¬ 
adequacy  of  its  method  of  segregation,  could  detract 
from  the  force  of  the  proof  it  had  already  submitted  in 
direct  rebuttal  of  the  Commission’s  findings.  The  ef¬ 
fort  at  segregation  came  after  voluminous  testimony 
had  been  taken  which  fully  presented  appellant’s  case 
with  respect  to  the  value  of  its  property  and  the  result 
of  its  operations  as  an  integrated  'system  and  the  bear¬ 
ing  of  this  evidence  upon  the  contested  rate.  This 
proof  could  not  be  ignored  because  of  a  futile  attempt, 
in  response  to  the  State’s  pressure  to  find  an  alterna¬ 
tive  ground  to  support  the  attack  upon  the  Commis¬ 
sion’s  order.  The  first  and  primary  ground  remained 
and  the  determination  of  the  court  of  first  instance  as 
the  trier  of  the  facts  that  the  Commission’s  rate  was 
confiscatory  could  not  properly  be  set  aside  by  the  ap¬ 
plication  of  an  untenable  standard  of  proof  and  in  dis¬ 
regard  of  the  evidence  which  had  been  appropriately 
addressed  to  the  Commission’s  findings  and  had  been 
properly  submitted  to  the  jury.”  j 

Reduced  to  its  elements,  the  hone  Star  case  does  not  gov¬ 
ern  the  issues  in  the  instant  case.  It  does  not  modify  or 
limit  the  cases  discussed  at  length  herein.  That  case  merely 

*  See  Mississippi  Biver  Fuel,  supra,  in  which  this  Court,  having  held 
that  the  Federal  Power  Commission  was  entitled  to  choose  the  particular 
method  of  segregating  costs  which  it  employed,  further  held  that  the  Com¬ 
mission  was  under  a  duty  to  pursue  that  theory  consistently  to  the  end  and 
not  shift  in  mid-stream  to  an  inconsistent  theory. 
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decided  that  the  order  of  the  Commission  did  not  constitute 
a  burden  on  interstate  commerce  and  that  the  utility  was 
entitled  to  attack  the  Commission’s  order  on  the  same  basis 
as  used  by  that  agency.*  We  do  not  contend,  nor  have  we 
contended,  that  the  Commission’s  order  burdened  inter¬ 
state  commerce  by  the  consideration  of  operations  across 
state  lines  or  areas  outside  of  the  District.  Nor  are  we  in 
the  position  of  the  utility  in  that  case,  or  in  Pepco’s  posi¬ 
tion  here,  where  it  would  be  to  its  advantage  not  to  segre¬ 
gate  the  operations  involved.  It  should  be  noted  that  the 
Court,  in  deciding  the  Lone  Star  case,  observed  that  the 
Commission’s  method  of  calculation  did  not  operate  to  the 
appellant’s  injury.  It  should  also  be  noted  that  in  the 
Lone  Star  case  the  utility  made  no  objection  to  the  Com¬ 
mission’s  use  of  the  total  system  until  after  the  rate  re¬ 
duction  was  ordered.  Such  was  not  the  case  here. 

The  Lone  Star  case  might  be  properly  applied  in  a  case 
where  the  utility  claimed  confiscation  under  a  Commission 
order  and  the  Commission  defended  on  the  ground  of  the 
utility’s  failure  to  show  a  segregation  of  operations  in 
the  District.  It  is  not  applicable  where,  as  here,  a  large 
customer  of  the  utility  is  claiming  error  because  the  Com¬ 
mission  failed  to  make  adequate  findings  based  on  a  segre¬ 
gation  of  the  cost  of  the  operations  subject  to  the  Commis¬ 
sion’s  jurisdiction.  Accordingly,  the  Court  below  was  in 
error  in  relying  on  this  case  for  its  conclusion  of  law  that 
it  was  solely  within  the  discretion  of  the  appellee  Commis¬ 
sion  to  determine  that  it  could  fix  rates  for  purely  local 
District  service  without  a  segregation  between  Pepco’s  op¬ 
erations  which  are  subject  to  the  Commission’s  jurisdiction 
and  those  wdiich  are  not  (J.A.  745-746). 

*  The  limited  scope  of  the  Supreme  Court ’s  decision  in  the  Lone  Star  case 
was  confirmed  when  another  phase  of  the  same  rate  proceedings  came  before 
the  Supreme  Court  at  a  later  date.  In  Ex  parte  Texas,  315  U.  S.  S,  10-13.  the 
Court  made  it  clear  that  the  Lone  Star  case  decided  only  (1)  that  the  Com¬ 
mission’s  order  did  not  offend  the  commerce  clause  and  (2)  that  the  utility 
was  entitled  to  challenge  the  Texas  Commission’s  order  as  confiscatory  on  the 
same  basis — the  integrated  system — on  which  the  Commission  had  fixed  the 
rates.  It  was  likewise  stated  that:  “The  merits  of  the  claim  of  confiscation 
were  not  reviewed”.  (315  U.  S.  at  13.) 
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We  submit  further  that  the  failure  of  the  Commission 
here  to  make  any  findings  showing  the  costs  including  re¬ 
turn  and  earnings  of  Pepco  on  its  local  District  business, 
segregated  from  such  costs  and  earnings  of  Pepco ’s  Mary¬ 
land,  Virginia  and  interstate  business,  and  indeed,  the 
Commission’s  insistence  upon  fixing  rates  on  the  exclusive 
basis  of  the  over-all  Pepco  system  operations,  are  suf¬ 
ficient  to  require  the  conclusion  that  its  order  fixing  local 
District  rates  is  unreasonable,  arbitrary,  and  capricious. 
The  Court  below  should  have  so  held. 

The  Commission  and  the  Court  below  referred  at  some 
length  in  their  respective  opinions  to  the  alleged  disadvant¬ 
age  of  making  the  segregation  which  Transit  has  consis¬ 
tently  contended  it  is  legally  required  to  make  as  a  pre¬ 
requisite  to  determining  Pepco ’s  local  District  rates.  Ref¬ 
erence  was  made  by  the  Court  to  the  “artificial”  and  “ar¬ 
bitrary”  nature  of  such  a  segregation  (J.A.  747)  and  by 
the  Commission  to  the  “necessary  assumptions  and  in¬ 
herent  uncertainties”  of  a  jurisdictional  cost  study  and  to 
the  “delay  and  expense”  involved  in  taking  this  “back¬ 
ward  step  in  the  regulatory  process”  (J.A.  1118).  The 
Commission  concluded  that  “effective  and  equitable  regu¬ 
lation  requires  consideration  of  system  operations”  (J.A. 
1118).  This  is  indeed  strange  language  to  emanate  from  a 
commission  which  insists  upon  a  segregation  of  the 
District  and  non-District  operations  of  every  other  major 
utility  wThose  District  rates  are  determined  by  it.  Thus 
the  rates  for  the  transit,  gas,  and  telephone  utilities  are 
based  on  the  very  kind  of  jurisdictional  cost  study  which 
would  be  such  “a  backward  step”  in  the  case  of  Pepco. 
The  Commission  failed  to  include  in  its  opinion  any  ex¬ 
planation  why  it  found  such  a  study  necessary  in  the  case 
of  these  three  major  utilities  but  not  in  Pepco ’s  case. 

We  set  forth  in  the  Joint  Appendix  tmd  in  Appendix  II 
to  this  brief  pertinent  excerpts  from  numerous  opinions 
and  orders  of  the  Commission  determining  rates  of  these 
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other  utilities  in  which  the  Commission  has  determined 
District  rates  without  any  extraordinary  difficulty  on  the 
basis  of  segregating  District  operations.  Quite  recently  in 
determining  fares  for  Capital  Transit  Company,  the  Com¬ 
mission  made  a  complete  allocation  of  revenues,  rate 
base  and  costs  between  the  District  of  Columbia,  Mary¬ 
land  and  interstate  operations,  and  fixed  Transit’s  fares 
on  the  basis  of  the  findings  for  the  District.  In  the  Matter 
of  Change  in  Fares  of  Capital  Trrnsit  Company,  Order  No. 
3913,  P.U.C.  No.  3522,  Formal  Case  No.  417,  August  21, 
1952  (Appendix  p.  92,  infra).  See  also  the  following  rate 
proceedings  involving  Transit  in  which  the  Commission 
made  similar  allocations:  In  the  Matter  of  Increase  in 
Fares  of  Transit  Company,  Order  No.  3688,  P.U.C.  No. 
3499,  Formal  Case  No.  396,  June  28, 1950  ( J.A.  1223-1252) ; 
In  the  Matter  of  Change  in  Fares  of  Capital  Transit  Com¬ 
pany,  Order  No.  3855,  P.U.C.  No.  3499/23,  Formal  Case  No. 
413,  January  4,  1952  (Appendix  p.  S6,  infra). 

In  the  case  of  another  transit  line  operating  across  the 
District’s  boundary,  Re  Washington,  M.  d  A.  Motor  Lines, 
Order  No.  3428,  P.U.C.  No.  31S6/104,  Formal  Case  No.  374, 
October  19,  1948  (Appendix  p.  84,  infra),  the  Com¬ 
mission  made  an  allocation  of  operations  between  the  Dis¬ 
trict  of  Columbia,  Maryland  and  interstate  for  the  purpose 
of  allocating  rate  base,  operating  revenue  deductions,  and 
costs.  In  the  telephone  industry  the  Commission  ha-s  cor¬ 
rectly  recognized  allocation  between  interstate  and  intra¬ 
state  operations  and  allowed  a  rate  of  return  on  intrastate 
operations  in  the  District  of  Columbia  only.  Re  Chesa¬ 
peake  d  Potomac  Telephone  Co.,  Order  No.  3635,  P.U.C. 
No.  1S12/42,  Formal  Case  No.  393,  Februarv  20,  1950,  S6 
PUR  (NS)  379,  394-398,  402  (Appendix  p.  85,  infra). 
Similar  allocations  were  made  in  the  gas  industry  between 
District  operations  and  operations  in  Virginia  and  Mary¬ 
land  and  allocation  of  costs  between  a  regulated  and  a  non- 
regulated  activity.  Re  Washington  Gas  Light  Co.,  Order 
No.  3876,  P.U.C.  No.  3517,  Formal  Case  No.  414,  March  27, 
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1952;  Re  Washington  Gas  Light  Co.,  Order  Nos.  3600,  3604, 
P.U.C.  No.  3495,  Formal  Case  No.  389,  November  9,  1949, 
rehearings  denied  November  23,  December  14,  1949,  83 
PUR  (NS)  4  (Appendix  pp.  85,  91,  infra ) ;  Re  Washington 
Gas  Light  Co.,  Order  No.  2401,  Formal  Case  No.  316, 
October  13,  1942,  petition  for  reconsideration  denied  No¬ 
vember  16,  1942,  46  PUR  (NS)  4,  5,  9. 

Criticisms  directed  at  the  alleged  difficulties  and  uncer¬ 
tainties  of  the  segregation  process,  such  as  expressed  by 
the  Commission  and  the  Court  below,  when  considered  by 
the  Supreme  Court  and  this  Court,  have  been  held  not  a  ten¬ 
able  reason  for  the  failure  or  refusal  to  segregate.  Mirme- 
sota  Rate  Cases,  230  U.  S.  at  432 ;  Smith  v.  Illinois  Bell  Tel. 
Co.,  282  U.  S.  at  150-151;  Mississippi  River  Fuel  Corp. 
v.  Federal  Power  Commission,  82  App.  D.  C.  208,  163 
F.  2d  433.  A-s  wre  have  stated,  supra,  page  28,  the 
state  commissions  and  courts  have  recognized  the  require¬ 
ment  of  segregation  of  the  regulable  from  the  non-regulable 
operations  of  utilities  and  are  applying  the  -segregation  re¬ 
quirement  in  routine  fashion  in  the  rate  regulatory  process. 
It  is  interesting  to  observe  that  counsel  for  Pepco  on  oral 
argument  before  the  Court  below,  while  contending  that 
segregation  or  allocation  is  a  matter  lying  within  the  dis¬ 
cretion  of  regulatory  agencies,  conceded  that  the  “pre¬ 
ponderance  of  the  practice  is  in  favor  of  an  allocation”  (R. 
2561)  and  that  it  is  done  in  “most  cases”  (R.  2586).  Also 
note  should  be  taken  of  the  testimony  of  David  A.  Kosh, 
an  expert  witness  for  the  United  States  Government,  an 
intervening  party  before  the  Commission,  that  despite  the 
failure  of  electric  companies  to  maintain  a  segregation  on 
their  books  of  account  by  geographical  areas,  an  alloca¬ 
tion  of  costs  by  such  areas  is  made  in  a  “good  many  cases” 
(J.A.  384-385). 
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(C)  The  Commission  Failed  to  Make  the  Inquiry  and  to 
Make  the  Findings  Required  by  Statute. 

The  statutes  applicable  to  the  Public  Utilities  Commis¬ 
sion  for  the  District  of  Columbia  require  that  it  make  cer¬ 
tain  findings  as  a  prerequisite  to  the  exercise  of  the  Com¬ 
mission’s  authority  to  fix  rates  within  the  District.  These 
necessary  findings  were  not  made  by  the  Commission  in  this 
case.  The  Commission,  as  we  have  stated,  deliberately 
chose  to  make  its  determination  of  Pepco’s  District  rates 
on  the  basis  of  the  over-all  system  operations,  so  conse¬ 
quently  it  made  no  inquiry  into  the  revenues  and  costs  asso¬ 
ciated  with  the  local  District  operations.  The  Commission, 
of  course,  made  no  findings  as  to  these  elements  of  the  op¬ 
erations  of  Pepco  in  the  District.  Had  it  attempted  to 
make  detailed  findings  concerning  segregated  District  costs, 
it  could  have  pointed  to  no  credible  evidence  of  record  on 
which  to  base  such  findings. 

In  this  case,  Pepco  filed  its  application  for  an  increase 
in  rates  pursuant  to  Section  43-401,  D.  C.  Code,  1951  (Ap¬ 
pendix  p.  80,  infra).  That  section  is  applicable  to  rates 
for  service  “within  the  District  of  Columbia”.  It  provides 
that  a  public  utility  desiring  to  advance  its  rates  may  make 
application  to  the  Commission,  that  a  hearing  shall  be  held 
on  such  application,  and  that : 

“If,  after  such  hearing  and  investigation,  the  com¬ 
mission  shall  find  that  the  change  #  •  *  applied  for  is 
reasonable,  fair,  and  just,  it  shall  grant  the  applica¬ 
tion,  either  in  whole  or  in  part  •  • 

Section  43-408,  D.  C.  Code,  1951  (Appendix  p.  81,  infra), 
provides  for  a  Commission  investigation  and  hearing  on 
the  reasonableness  of  rates.  Section  43-411,  D.  C.  Code, 
1951  (Appendix  p.  81,  infra )  provides: 

“If  upon  such  investigation  the  rates,  tolls,  charges, 
schedules,  or  joint  rates  shall  be  found  to  be  unjust, 
unreasonable,  insufficient,  or  unjustly  discriminatory, 
or  to  be  preferential  or  otherwise  in  violation  of  any  of 
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the  provisions  of  Chapters  1-10  of  this  title,  the  com¬ 
mission  shall  have  power  to  determine  and  by  order 
fix  and  order  to  be  substituted  therefor  such  rate  or 
rates,  tolls,  charges,  or  schedules  as  shall  be  just  and 
reasonable.  ” 

Section  43-911,  D.  C.  Code,  1951  (Appendix  p.  84,  infra), 
repeats  somewhat  the  provisions  of  Section  43-411  by  pro¬ 
viding  : 

“Whenever,  after  hearing  and  investigation  as  pro¬ 
vided  in  Chapters  1-10  of  this  title,  the  commission 
shall  find  that  any  rate,  toll,  charge,  regulation,  or 
practice  of  any  public  utility  within  the  District  of  Co¬ 
lumbia  is  unreasonable  or  discriminatory,  it  shall  have 
the  power  to  regulate,  fix,  and  determine  the  same  as 
provided  in  Chapters  1-10  of  this  title.” 

The  findings  required  by  Section  43-401  would  not  con¬ 
stitute  appropriate  findings  required  by  Section  43-411  or 
Section  43-911  under  which  the  Commission  changes  exist¬ 
ing  rates  and  fixes  new  rates  at  a  different  level.  Such 
findings,  of  course,  would  require  substantial  evidence  of 
record  to  support  them  and,  as  stated,  there  was  no  such 
evidence. 

The  Commission  made  no  specific  findings  under  Section 
43-401  that  “the  change  #  #  •  applied  for  [by  Pepco]  is 
reasonable,  fair,  and  just”.  Obviously,  the  Commission’s 
orders  did  not  approve  the  change  applied  for  by  Pepco. 
Nor  did  the  Commission  make  any  specific  finding  under 
Sections  43-411  and  43-911  that  Pepco ’s  existing  rates  or 
charges  for  service  within  the  District  were  unjust,  unrea¬ 
sonable,  insufficient,  or  otherwise  unlawful.  The  only 
“finding”  with  respect  to  rates  for  District  service  ap¬ 
pears  in  Order  No.  3774.  The  Commission  there  concluded, 
without  more,  that  the  Pepco  rate  schedules  for  service 
within  the  District,  filed  pursuant  to  order  No.  3762,  “are 
just,  reasonable,  and  non-discriminatory”.*  This  finding 

*  Section  43-301,  D.  O  .Code,  1951  (Appendix,  p.  79,  infra)  also  provides 
a  statutory  standard  ad  to  rates.  It  requires  utility  rates  to  be  “reasonable, 
just,  and  non-discriminatory  ’  *  and  prohibits  and  declares  unlawful  every 
unjust,  unreasonable,  or  discriminatory  charge. 
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is  expressed  in  almost  the  exact  statutory  language  of  Sec¬ 
tion  43-411.  All  other  conclusions  of  the  Commission  in 
its  opinions  and  orders  relate  to  system  rates  as  a  whole 
and  not  specifically  to  District  rates.* 

This  Court  in  Washington  Gas  Light  Co.  v.  Baker,  88 
App.  D.  C.  115,  188  F.  2d  11,  17,  has  recently  held  that  the 
Commissioner’s  mere  statutory  conclusion  that  increased 
rates  are  “reasonable,  just  and  non-discriminatory”  is 
“devoid  of  substance  and  wholly  ineffective  for  its  pur¬ 
pose”  in  the  absence  of  further  adequate  findings  and  evi¬ 
dence.  The  findings  required  by  the  statutes  which  give 
the  Commission  rate  regulatory  power  are  basic  condi¬ 
tions  to  the  exercise  of  that  power.  The  Commission  has 
no  legislative  or  other  power  beyond  the  authority  granted 
it  by  such  statutes.  Patrick  v.  Smith,  60  App.  D.  C.  6,  45 
F.  2d  924.  The  statutes  cited  above  cannot  be  construed  to 
give  the  Commission  an  unqualified  delegation  of  legisla¬ 
tive  power  to  be  arbitrarily  exercised  in  its  sole  discretion. 
The  findings  required  by  such  statutes  as  conditions  to  the 
exercise  of  the  Commission’s  power  are  necessary  to  pre¬ 
vent  such  statutes  from  being  an  unconstitutional  delega¬ 
tion  of  legislative  power.  Wichita  R.  &  L.  Co.  v.  Public 
Utilities  Commission,  260  U.S.  48,  58-59. 

This  Court  in  Jordan  v.  American  Eagle  Fire  Ins.  Co., 
83  App.  D.C.  192, 169  F.  2d  281,  289,  has  held  that  a  similar 
provision  in  a  rate  regulatory  statute  prescribes  condi¬ 
tions  to  the  validity  of  the  administrative  order  which  pre¬ 
sents  a  justiciable  issue.  The  Supreme  Court  has,  under 
similar  statutes,  insisted  that  the  record  contain  complete 
and  adequate  findings  of  this  character  which  are  called 
“quasi- jurisdictional”  findings.  Those  decisions  show 

*  The  Commission  statements  that  the  existing  rates  were  insufficient  to  pro¬ 
vide  necessary  revenues  on  a  system  basis  and  that  additional  revenues  arc- 
necessary  for  the  system  as  a  whole  (J.A.  1155-1156)  obviously  arc  not  a  find¬ 
ing  that  the  rates  for  local  District  service  existing  before  the  increase 
ordered  by  the  Commission  are  unjust,  unreasonable  or  insufficient.  The  fact 
that  the  appellees  in  arguing  the  sufficiency  of  the  findings  were  forced  in 
the  Court  below  to  rely  upon  such  statements  of  the  Commission  merely 
serves  to  underline  our  position  that  the  essential  findings  concerning  Dis¬ 
trict  rates  alone  cannot  be  found  in  the  Commission’s  opinion  and  order. 
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that  mere  statutory  conclusions  are  insufficient.*  United 
States  v.  Chicago,  M.  St.  P.  P.  R.  Co.,  294  U.S.  499,  504- 
508,  510-511 ;  Florida  v.  United  States,  282  XJ.S.  194,  214- 
215.  See  also  Morgan  v.  United  States,  298  XJ.S.  468,  479- 
480;  United  States  v.  Carolina  Frt.  Carriers  Cory.,  315 
XJ.S.  475,  488-489;  Yonkers  v.  United  States,  320  XJ.S.  685, 
690-691.  This  Court  has  held  likewise.  Saginaw  Broad¬ 
casting  Co.  v.  Federal  Communications  Commission,  68 
App.  D.  C.  282,  96  F.  2d  554. 

In  brief,  the  specific  requirements  that  certain  findings 
be  made  contained  in  the  -statutory  provisions  which  gov¬ 
ern  and  condition  the  Commission’s  authority  to  act  fur¬ 
ther  demonstrate  that  its  failure  to  make  proper  inquiry 
into  and  to  make  the  required  findings  concerning  the 
former  lower  District  rates  and  the  increased  rates  voids 
the  orders  entered  in  this  case.  These  specific  -statutory 
requirements  serve  to  reinforce  the  principle  developed 
through  the  many  cases  previously  discussed  that  the  Com¬ 
mission  cannot  legally  determine  Pepco’s  rate  for  local 
-service  within  the  District  without  making  what  it  referred 
to  in  such  critical  terms  as  a  “jurisdictional  cost  study” 
(J.  A.  1118).**  The  failure  of  the  Commission  to  make 

*  Upon  any  appeal  from  an  order  of  the  Commission  to  the  United  States 
District  Court  for  the  District  of  Columbia,  the  Commission  is  required  to  file 
with  the  District  Court  its  record  “together  with  a  statement  of  is  findings 
of  fact  and  conclusions  upon  the  said  record' ’  (Section  43-705,  D.  C.  Code, 
1951,  Appendix  p.  82,  infra).  Obviously,  under  this  statute  detailed  findings 
of  fact  are  required  and  not  merely  conclusions  expressed  in  the  statutory 
language. 

**  If  the  making  of  the  jurisdictional  cost  study  is  within  the  Commission’s 
exclusive  discretion  as  contended  by  the  appellees  and  as  held  by  the  Court 
below,  it  would  seem  most  probable  that  the  issue  of  whether  that  discretion 
should  be  exercised  in  a  particular  case  would  be  a  crucial  question  warrant¬ 
ing  extensive  treatment  in  any  Commission  opinion  determining  the  rates  of  a 
utility  doing  business  interstate  or  in  the  adjoining  states  as  well  as  in  the 
District  of  Columbia.  Yet  the  Commission’s  opinions  in  other  rate  proceedings 
(from  which  we  have  quoted  excerpts  in  Appendix  II,  infra)  contain  no  dis¬ 
cussion  of  the  crucial  question  whether  a  segregation  or  allocation  of  costs 
should  be  made.  Rather  these  opinions  assume  that  a  separation  of  District 
operations  from  the  non-regulable  opertions  of  the  utility  is  required,  and  the 
discussion  then  focuses  on  the  particular  method  or  formulae  to  be  employed. 
It  is  interesting  to  compare  the  Commission’s  introduction  of  the  subject  of 
segregation  in  an  opinion  issued  in  1948  with  the  strictures  leveled  at  that 
subject  in  its  opinion  in  the  instant  case.  In  Be  Washington  M.  $  A.  Motor 
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these  required  findings  should  have  persuaded  the  Court 
below  to  vacate  the  Commission’s  order. 

(D)  The  Record  Indication  of  Substantial  Variations  Be¬ 
tween  District  and  Non-District  Costs  Shows  the 
Necessity  for  Segregation. 

As  we  have  repeatedly  stated,  the  Commission  refused 
to  inquire  into  and  make  findings  concerning  Pepco’s  costs 
(including  costs  of  capital)  of  rendering  local  service 
within  the  District.  Nevertheless,  the  increased  rates  fixed 
by  the  Commission  amounted,  as  we  have  stated,  to  a 
7.8%  increase  for  the  District  and  only  a  4.4%  increase  for 
Maryland.  The  Commission  did  not  attempt  to  explain  this 
discrepancy,  an  omission  which  is  surprising  in  view  of  the 
record  evidence  showing  that  the  substantial  expansion  in 
Pepco’s  generating  capacity  and  related  facilities  was 
necessitated  largely  by  the  rapidly  increased  use  of  energy 
in  Maryland  due  to  the  much  greater  rate  of  population  in¬ 
crease  therein  (J.A.  186-187,  189-192,  220). 

There  are,  in  addition,  widely  different  characteristics 
of  service  in  Maryland  compared  to  the  District  which 
would  be  instrumental  in  causing  increased  Maryland 
costs.  One  such  characteristic  of  significance  is  the  rela¬ 
tively  few  customers  in  Maryland  per  square  mile,  only 
118  as  compared  with  3,075  per  square  mile  in  the  District 
(Ex.  86,  J.A.  1101;  J.A.  230-232,  521,  532).  Pepco  has  rec¬ 
ognized  its  higher  costs  in  Maryland  by  maintaining,  prior 


Lines,  Order  No.  3248,  PUC  No.  3186/104,  Formal  Case  No.  374,  October  19, 
1948,  the  Commission  stated  (Appendix,  p.  84,  infra)  : 

"The  Company’s  application  necessitates  consideration  of  the  invest¬ 
ment  (the  rate  base)  of  the  Company  devoted  to  the  furnishing  of  trans¬ 
portation  service  to  its  District  patrons,  income  from  its  District  opera¬ 
tions,  both  past  and  prospective,  rate  of  return  and  the  fare  structure 
necessary  to  provide  the  Company  with  a  fair  return  on  its  District  op¬ 
erations.  By  reason  of  the  fact  that  the  Company  renders  interstate 
service  and  service  within  the  State  of  Maryland  as  well  as  service  within 
the  District  of  Columbia,  an  allocation  of  investment,  revenues  and  ex¬ 
penses  is  necessary  to  the  determination  of  the  issues  in  this  proceeding . 
These  matters  will  be  discussed  hereinafter  under  appropriate  captions.” 
(Emphasis  supplied.) 
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to  the  instant  proceedings,  an  urban,  suburban  and  a  rural 
rate  zone  in  Maryland  with  successively  higher  rates, 
whereas  all  of  the  District  of  Columbia  is  located  within 
the  urban  zone  (Ex.  16,  J.A.  808-813;  65-66).  In  this 
proceeding  the  Commission  granted  Pepco’s  request  that 
the  former  rural  zone  be  abolished  and  its  area  combined 
with  the  suburban  zone,  that  the  former  boundaries  of  the 
urban  zone  be  extended  to  the  Virginia  area  served  by  the 
Company  and  that  additional  areas  in  Maryland  be  in¬ 
cluded  in  the  urban  zone.  This  reclassification  has  meant 
that  some  customers  in  Maryland  and  Virginia  received  de¬ 
creases  rather  than  increases  in  their  rates  (Ex.  95,  p.  36, 
J.A.  1110;  1173).  Passing  the  interesting  subject  of  bow 
it  was  possible  for  a  local  Commission  with  jurisdiction 
limited  to  the  District  of  Columbia  to  approve  the  abolish¬ 
ment  of  a  Maryland  rural  zone  whose  boundaries  did  not 
even  touch  the  District  lines  and  the  extension  of  the 
boundaries  of  the  urban  zone  in  Maryland,  we  note  that 
this  action  of  the  Commission  does  recognize  that  there 
are  cost  differentials  between  Maryland  and  the  District 
of  Columbia.*  But  the  Commission  made  no  findings  (nor 
is  there  any  credible  evidence  in  the  record  on  which  such 
findings  could  be  based)  showing  whether  the  rate  differ¬ 
entials  in  Maryland  are  in  fact  proportional  to  the  higher 
Maryland  costs. 

It  is  equally  apparent  that  the  cost  and  service  charac¬ 
teristics  of  the  interstate  sales  to  other  utilities  are  not 
comparable  to  the  costs  and  service  characteristics  of  local 
service  within  the  District.* *  The  substantial  nature  of 

*  Mr.  Main,  the  Pepco  witness  on  rates  and  costs,  testified  with  respect  to 
the  differences  in  suburban  and  urban  rates  as  follows  (J.A.  65-66) : 

‘  ‘  Q.  Well,  why  do  you  propose  a  higher  rate  for  suburban  now  than 
for  urban  residential  ‘B’t 

A.  For  two  reasons.  First,  the  residential  service  out  in  suburban 
Maryland  certainly  costs  more  to  serve,  we  should  think,  and  second,  you 
can’t  abruptly  change  the  number  of  customers  bills.”  (Italics  ours.) 

See  similar  testimony  by  Mr.  Main  (J.A.  231). 

**  For  example,  the  revenue  rate  for  interstate  service  to  Baltimore  Com¬ 
pany  is  approximately  %  cent  per  kilowatt  hour  (J.A.  305-306)  which  is  sub¬ 
stantially  below  the  revenue  rate  for  other  services  (Pepco  1949  Annual  Kept., 
p.  74,  J.A.  1257). 
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these  services  has  been  previously  described  (see  pp.  18-19, 
supra).  As  in  the  case  of  the  local  service  to  Maryland 
and  Virginia,  a  serious  question  arises  whether  these  in¬ 
terstate  customers  are  bearing  their  fair  share  of  Pepco’s 
costs  or  whether  the  local  District  customers  are  bearing 
an  undue  share  of  such  costs.  No  findings  were  made  con¬ 
cerning  this  vital  question. 

The  appellee  Commission’s  authority  to  fix  rates  for 
local  District  service  gives  it  no  authority  to  fix  rates  at 
higher  than  reasonable  amounts  in  order  to  provide  more 
than  a  reasonable  return  from  the  local  District  operations 
in  order  to  offset  reduced  revenues  or  higher  costs  in 
Maryland  or  Virginia  or  lower  return  from  the  services 
rendered  in  interstate  commerce  to  the  other  utilities. 
There  is  no  power  in  the  Commission  to  require  the  District 
customers  to  subsidize  these  other  customers,  but  the  evi¬ 
dence  of  record  discussed,  supra ,  strongly  suggests  that 
the  Commission’s  orders  produced  that  result.  For  these 
additional  reasons,  the  Commission’s  failure  to  make  a 
proper  inquiry — to  segregate  and  to  make  pertinent  find¬ 
ings  concerning  Pepco’s  District  operations — renders  its 
orders  null  and  void. 


n. 

In  Determining  Rate  of  Return  the  Commission  Failed  to 
Obtain  Evidence  and  Make  Findings  Showing  Compli¬ 
ance  with  the  Requirements  of  this  Court 

The  Commission  determined  a  rate  of  return  on  Pepco’s 
rate  base  of  oY>%  (J.A.  1147-1152, 1176)  and  was  sustained 
by  the  Court  below  (J.A.  749-750).  Transit  attacks 
this  determination  as  contrary  to  the  controlling  decisions 
of  this  Court.  One  of  these  decisions,  Washington  Gas 
Light  Company  v.  Baker ,  supra ,  which  was  handed  down 
on  December  21,  1950,  during  the  pendency  of  the  instant 
proceedings  before  the  Commission,  held  a  Commission 
rate  order  invalid  for  the  reason,  among  others,  that  the 
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Commission  had  erroneously  determined  the  rate  of  return. 
This  opinion  was  called  to  the  Commission’s  attention  in 
the  instant  proceeding,*  but  it,  nevertheless,  on  February 
12,  1951,  handed  down  its  opinion  accompanying  Order  No. 
3762  in  which  it  showed  clearly  that  it  had  determined 
Pepco’s  rate  of  return  in  a  manner  which  cannot  be  recon¬ 
ciled  with  the  requirements  laid  down  by  this  Court. 

In  an  earlier  case,  Mississippi  River  Fuel,  supra,  this 
Court  stated  in  language  which  cannot  be  misinterpreted, 
that  a  regulatory  commission  determining  rates  must  sup¬ 
port  its  conclusions  with  adequate  specific  findings  which  in 
turn  mu-st  rest  upon  substantial  evidence  of  record.* •  In  re¬ 
versing  the  Federal  Power  Commission  and  remanding  with 
instructions  to  make  clear  the  methods  it  was  using  and  to 
make  findings  of  fact  upon  substantial  evidence  of  record, 
this  Court  stated  (p.  439) : 

‘  ‘  The  discretion  and  judgment  confided  in  the  Commis¬ 
sion  must  be  exercised  upon  facts  and  for  reason.  The 
duty  of  review  imposed  upon  the  courts  requires  that 
the  facts  be  found  and  the  reasons  stated.  Otherwise, 
the  courts  cannot  determine  whether  a  given  action  is 
or  is  not  arbitrary.” 

Again,  on  page  447,  this  Court  stated : 

“We  repeat  that  the  same  rules  as  to  substantial  evi¬ 
dence  and  necessary  findings  apply  to  technical  facts, 
difficult  of  ascertainment,  as  apply  to  ordinary  facts 
easily  found  and  easily  understood.  The  facts  must  be 
found,  the  findings  must  be  supported  by  substantial 
evidence,  and  the  conclusion  must  in  turn  be  supported 
by  the  findings.” 

Consistent  wdth  the  above  stated  requirements,  this  Court 
in  the  Washington  Gas  Light  decision  in  referring  to  the 
Commission’s  determination  of  the  rate  base,  severely 

*  The  Washington  Gas  Light  opinion,  supra,  was  cited  in  our  brief  dated 
December  22,  1950,  which  was  filed  with  the  Commission. 

**  The  decisions  of  the  Supreme  Court  and  of  this  Court,  cited  supra,  p.  45, 
hold  likewise. 
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criticized  the  Commission’s  failure  to  adequately  set  forth 
its  findings  (p.  23),  but  this  Court’s  admonitions  were  not 
heeded  by  the  Commission  in  the  instant  proceedings.  Re¬ 
lying  upon  the  views  expressed  by  this  Court  in  the  Wash¬ 
ington  Gas  Light  case  and  the  Mississippi  River  Fuel  case, 
Transit  submits  that  the  Commision  failed  to  make  ade¬ 
quate  findings  which  'would  support  its  conclusion  as  to 
Pepco’s  rate  of  return  and  that,  if  it  had  attempted  to  draft 
such  findings,  it  would  quickly  have  recognized  that  the 
record  did  not  contain  substantial  evidence  of  the  nature 
specified  by  this  Court  to  support  its  findings. 

The  Court  in  the  Washington  Gas  Light  case  affirmed  the 
setting  aside  of  a  Commission  order,  in  part,  because  of  the 
deficiencies  in  its  method  of  determining  rate  of  return. 
This  Court’s  language  in  its  opinion  in  that  case  so  aptly 
fits  the  present  situation  as  to  justifying  quotation  at  some 
length  ’(omitting  footnotes).  This  Court  introduced  its 
discussion  of  the  subject  of  rate  of  return  as  follows  (p.  15) : 

“Despite  the  broad  limits  allowed  the  Commission,  it 
remains  imperative  that  its  findings,  under  whatever 
formula  adopted,  be  based  upon  substantial  evidence  in 
the  record.  Here,  the  Commission  adopted  the  prudent 
investment  theory  of  rate  regulation  and,  at  the  hear¬ 
ings  and  in  its  Findings  and  Opinion,  used  the  tradi¬ 
tional  formula  for  rate-making.  That  required  a 
determination  of  the  rate  base  and  of  a  rate  of  return 
on  that  rate  base  sufficient  to  produce  adequate  reve¬ 
nues  above  operating  expenses  (including  deprecia¬ 
tion)  to  pay  interest  on  the  bonds,  dividends  on  the 
stock  and,  in  general,  maintain  the  financial  integrity 
of  the  enterprise.” 

In  determining  Pepco’s  rates  in  the  present  case,  the  Com¬ 
mission  likewise  adopted  the  prudent  investment  theory  of 
rate  regulation  which  requires  determination  of  a  proper 
rate  of  return  on  the  rate  base  (J.A.  1148).  The  essential 
elements  entering  into  such  a  determination  were  clearly 
specified  by  this  Court  in  the  Washington  Gas  Light  opinion 
as  follows  (p.  16-17) : 
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“ Essential  to  such  an  inquiry  is  a  study  of  the  capital 
costs  of  the  business,  such  as  service  on  the  debt  and 
dividends  on  the  stock,  in  the  light  of  returns  on  invest¬ 
ments  in  other  enterprises  having  a  similar  risk  factor. 
Only  upon  such  evidence  can  the  Commission  determine 
what  is  required  ‘to  assure  confidence  in  the  financial 
integrity  of  the  enterprise,  so  as  to  maintain  its  credit 
and  to  attract  capital ’.  In  the  Hope  case,  the  Supreme 
Court  makes  abundantly  clear  the  nature  of  the  consid¬ 
erations  pertinent  to  that  issue.  And,  in  the  1943  rate 
proceeding  of  the  Company,  the  Commission  dealt  ex¬ 
tensively  with  some  of  these  matters,  discussing  under 
‘rate  of  return’  facts  regarding  long-term  debt  capital, 
preferred  stock  capital  and  common  stock  capital.  It 
was  this  sort  of  inquiry  to  which  the  Supreme  Court 
referred  when  it  said  that  the  standard  announced  in 
the  Hope  case  is  not  ‘so  vague  and  devoid  of  meaning 
as  to  render  judicial  review  a  perfunctory  process. 
It  is  a  standard  of  finance  resting  on  stubborn  facts.’ 

“The  only  reference  to  rate  of  return  in  the  Commis¬ 
sion’s  opinion  is  that  ‘a  return  of  less  than  4%  is 
obviously  inadequate  to  maintain  the  Company  in  a 
sound  financial  position’.  Commission  expertise  alone 
cannot  support  so  pivotal  an  assumption.  Failure  to 
subject  this  issue  to  inquiry  at  the  hearing  and  the  con¬ 
sequent  inadequacy  of  the  record  and  the  findings  ren¬ 
der  the  Commission's  conclusion  that  the  rates  are 
‘ reasonable ,  just,  and  non^discriminatory’  devoid  of 
substance  and  wholly  ineffective  for  its  purpose.  With¬ 
out  any  evidence  on  this  essential  issue,  there  is  no 
basis  for  application  of  any  standard  and  the  judicial 
review  authorized  by  the  statute  becomes  a  formal  but 
futile  gesture.”  (Emphasis  supplied.) 

In  stating  that  the  proper  determination  of  a  fair  rate  of 
return  requires  a  study  of  the  costs  of  capital  of  the  busi¬ 
ness,  including  the  cost  of  servicing  the  debt  and  of  paying 
dividends  on  the  stock  in  the  light  of  returns  on  investments 
in  other  enterprises  having  a  similar  risk  factor,  this  Court 
was  stating  no  novel  doctrine  in  the  field  of  rate  regulation 
but,  on  the  contrary,  was  restating  principles  laid  down  by 
the  Supreme  Court  in  the  Federal  Power  Commission  v. 
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Hope  Natural  Gas  Go.,  320  U.  S.  591,  603-605,  and  other 
Supreme  Court  cases  which  this  Court  cited.*  As  we  de¬ 
velop  later,  the  Commission  did  not  make  findings  showing 
compliance  with  these  requirements,  nor  was  there  substan¬ 
tial  evidence  of  record  on  which  the  required  findings  could 
have  been  supported. 

Immediately  following  the  above  quoted  language  from 
the  Washington  Gas  Light  opinion,  this  Court  explained  the 
conditions  under  which  the  Commission  is  justified  in  rely¬ 
ing  upon  its  determination  of  a  rate  of  return  in  a  prior 
proceeding  involving  the  same  utility.  The  language  is  par¬ 
ticularly  applicable  to  the  instant  case  since  the  Commis¬ 
sion,  in  fixing  Pepco’s  rate  of  return,  placed  great  weight 
upon  its  rate  of  return  determination  in  a  Pepco  rate  case 
decided  in  1944.  This  Court  stated  (p.  17) : 

“Although  the  Commission’s  opinion  makes  no  at¬ 
tempt  to  explain  this  fatal  deficiency  in  the  record,  a 
review  of  the  transcript  indicates  that  the  Commission 
may  have  based  its  action  on  one  or  both  of  two  pos¬ 
sible  grounds:  #  *  *  (2)  That  the  Commission  relied 
upon  its  finding  in  some  prior  proceeding,  not  specifi¬ 
cally  referred  to,  that  6%  was  a  proper  rate  of  return. 
While  under  certain  circumstances,  reliance  on  a  prior 
proceeding  for  this  purpose  might  be  permissible,  such 
circumstances  do  not  exist  in  this  case.  There  is  nothing 
before  us  to  indicate  that  pertinent  local  conditions 
and  economic  conditions  generally  have  remained  static 
during  the  intervening  years.  Nor  does  it  appear  that 
the  risk  factor,  so  important  an  element  in  fixing  rate  of 
return,  ha-s  remained  static.  On  the  contrary,  it  appears 
to  have  been  materially  reduced  recently  by  the  change 
from  manufactured  to  natural  gas  and  by  the  treatment 
afforded  by  the  Commission  to  abandoned  plant  and 
standby  plant.  Finally,  the  only  relatively  recent  rate 
proceedings  involving  this  Company  dealt  'with  the 
sliding  scale  arrangement  'which  presented  substanti¬ 
ally  different  considerations.”  (Emphasis  supplied.) 

*  Bluefield  Co.  v.  Public  Service  Commission,  262  U.S.  679,  692-693 ;  Missouri 
ex  rel.  Southwestern  Bell  Tel.  Co.  v.  Public  Service  Commission,  (Opinion  of 
Brandeis  and  Holmes,  JJ.),  262  U.S.  276,  291;  Driscoll  v.  Edison  Co.,  307  U.S. 
104,  119-120;  Colorado  Interstate  Gas  Co.  v.  Federal  Power  Commission,  324 
U.S.  581,  605 ;  Panhandle  Eastern  Pipe  Line  Co.  v.  Federal  Power  Commission, 
324  U.S.  635,  649-650. 
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As  we  develop  later,  the  Commission,  in  placing  great 
reliance  upon  its  own  determination  of  Pepco’s  rate  of  re¬ 
turn  in  1944,  failed  to  make  findings  showing  compliance 
with  the  requirements  specified  by  this  Court.  Further¬ 
more,  as  we  shall  also  show,  the  only  pertinent  evidence  of 
record  affirmatively  shows  that  conditions  have  so  changed 
since  1944  that  the  Commission’s  reliance  on  its  1944  order 
must  invalidate  its  instant  rate  of  return  decision. 

We  now  consider  the  treatment  of  Pepco’s  rate  of  return 
by  the  Commission  in  the  instant  case  in  the  light  of  the 
requirements  laid  down  so  clearly  by  this  Court.  Under  the 
heading  “Hate  of  Return”  in  its  opinion  accompanying 
Order  No.  3762  (J.A.  1147),  the  Commission  first  described 
the  testimony  of  Pepco’s  witness  on  this  subject  and 
rejected  it  as  involving  an  erroneous  approach  to  the  rate 
of  return  (J.A  1147-1148;  see  J.A.  129).  The  Commission 
pointed  out  that  Pepco  did  not  present  testimony  on  a 
specific  rate  of  return  applied  to  a  rate  base  but  instead 
testified  to  the  alleged  dollar  needs  of  the  Company  required 
to  maintain  it  in  sound  financial  position,  with  particular 
emphasis  on  the  earnings  required  after  consummation  of 
the  financing  it  was  contemplating  (J.A.  1147-1148).  All 
this  rate  of  return  evidence  by  Pepco’s  witness  was  rejected 
by  the  Commission  for  reasons  it  stated  as  follows  (J.A. 
1148): 

“It  is  clear  from  the  foregoing  that  the  basic  concept 
of  the  Company’s  approach  to  its  revenue  requirements 
is  that  today’s  earnings  should  be  sufficient  to  provide 
a  reasonable  return  on  capital  to  be  invested  tomorrow. 
The  Commission  cannot  at  this  time  accept  this  concept, 
but  must  rely  upon  the  conventional  method  of  relating 
a  fair  rate  of  return  to  a  depreciated  original  cost  rate 
base,  which  method  the  Commission  believes  to  be  more 
reasonable  and  precise.  ’  ’  * 

*  Since  Pepco  ’s  testimony  was  presented  on  a  different  theory  of  rate 
making  than  that  adopted  by  the  Commission  in  the  instant  case,  the  Com¬ 
mission,  of  course,  was  well  justified  in  rejecting  it  (see  Mississippi  Biver 
Fuel  case,  supra).  Therefore,  the  Court  below  committed  patent  error  by 
describing  this  testimony  and  relying  on  it  as  constituting  a  portion  of  the 
evidence  which  the  Court  believed  (erroneously,  we  submit)  supported  the 
Commission’s  determination  of  the  rate  of  return  (J.A.  749). 
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The  Commission  then  referred  to  the  51/2%  rate  of  return 
determined  in  the  1944  Pepco  rate  case  as  being  fair  and 
reasonable  and  as  meeting  the  accepted  tests  (J.A.  1148- 
1149).  It  stated  that  when  the  Sliding  Scale  Plan  as  modi¬ 
fied  in  the  1944  rate  order  was  further  modified  in  1948  the 
514%  rate  was  considered  fair  and  continued  in  effect  (J.A. 
1149). 

The  Commission  next  proceeded  to  describe  in  general 
terms  the  rate  of  return  testimony  of  the  Commission’s 
witness,  V.  A.  McElfresh,  and  of  the  United  States  Govern¬ 
ment’s  witness,  David  A.  Kosh  (J.A.  1149-1151).  The 
Commission’s  witness,  it  was  stated,  supported  his  opinion 
favoring  a  51/2 %  rate  of  return  by  referring  to  the  cost  of 
capital  study  he  had  made  in  the  1944  rate  case,  to  periodic 
studies  he  had  made  since  1947  which  included  “market 
data  on  Pepco ’s  common  stock”,  and  a  “consideration  of 
interest  on  the  funded  debt  and  of  dividends  on  preferred 
stock.”  (There  was  no  identification  of  the  market  data  nor 
of  the  results  of  the  consideration  of  the  interest  and  pre¬ 
ferred  stock  dividends  included  in  these  unidentified  stu¬ 
dies.)  This  witness,  the  Commission  stated,  thought  the 
decline  in  the  equity  component  of  the  total  capitalization 
since  1944  might  justify  a  slight  increase  in  the  return 
allowed  on  equity  capital  of  8.91  %*  in  the  1944  Pepco  rate 
case  to  between  9  and  10%.  (Actually,  McElfresh  testified 
that  a  514%  return  would  provide  a  return  of  from  9%  to 
to  1014%  on  equity  (Ex.  44,  Sch.  2,  J.A.  991;  276-277). 
He  thought  such  return  adequate  to  Pepco  (J.A.  276-277), 
but  he  did  not  consider  in  his  testimony  whether  it  might 
well  be  more  than  adequate  and  hence  excessive  from  the 
standpoint  of  rate  payers.) 

The  Government  witness,  Kosh,  according  to  the  Com¬ 
mission  presented  “several  exhibits  and  considerable  testi¬ 
mony  dealing  with  the  cost  of  the  debt,  preferred  stock  and 
equity  capital,  from  which  he  concluded  that  a  514%  basic 


*  The  Commission,  however,  actually  found  in  the  1944  rate  case  that  8% 
was  a  “sufficient,  even  liberal”  return  on  equity.  See  footnote  p.  65,  infra . 
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return  is  at  least  a  fair  rate  of  return  to  Pepco  at  this  time 
and  is  probably  on  the  high  side  of  being  a  fair  rate  of 
return.”  It  was  also  stated  that  Kosh  believed  that  a  fair 
rate  of  return  should  exceed  a  “bare  cost  of  capital”,  that 
Pepco ’s  rate  should  be  on  the  high  side  by  reason  of  the 
Modified  Sliding  Scale  Plan,  and  that  the  cost  of  equity 
capital  to  Pepco  is  approximately  8%.  (The  exhibits  and 
the  testimony  of  Kosh  were  not  otherwise  identified  nor  did 
the  Commission  state  what  over-all  cost  of  capital  had  been 
determined  by  Kosh.  Actually,  Kosh  testified  that  8%  was 
the  “maximum”  cost  of  equity  (J.A.  321)  and  an  over-all 
return  of  5M>%  was  on  the  “high  side,  perhaps  excessively 
high”  (J.A.  322).) 

After  discussing  in  a  very  cursory  manner  Transits 
position  on  a  fair  rate  of  return  (J.A.  1150),  the  Commis¬ 
sion  referred  to  the  lag  between  Pepco ’s  weighted  rate  base 
and  its  total  capitalization  as  a  factor  to  be  considered  and 
then  set  forth  figures  to  the  effect  that  a  5%  over-all  return 
would  constitute  a  8.31%  return  on  equity  instead  of 
8.91%*  found  reasonable  in  1944  and  would  permit  a  divi¬ 
dend  at  the  established  rate  of  90^  only  if  91%  of  earnings 
were  paid  out,  which  the  Commission  thought  was  a  higher 
pay-out  than  desirable  in  the  face  of  the  pending  financ¬ 
ing.  **  In  this  discussion  the  Commission  stated,  “In  view 
of  the  decline  in  the  proportion  of  equity  capital  to  total 
capital  and  the  attendant  increase  in  risk,  it  would  not  seem 
reasonable  to  allow  a  smaller  return  on  equity  capital  now 
than  in  1944”  (J.A.  1151). 

In  the  final  paragraph  of  the  Commission’s  treatment 
of  “Rate  of  Return”,  there  is  set  forth  what  the  Commis¬ 
sion  “finds  and  concludes”  on  this  issue.  This  paragraph 
in  full  is  as  follows  (J.A.  1152) : 

“In  view  of  the  foregoing,  and  in  view  of  the  fact 
that  the  Commission  has  kept  closely  abreast  of  the 

*  See  the  preceding  footnote. 

*#  It  is  interesting  to  observe  that  recently  Pepco  increased  its  dividend  to 
an  annual  rate  of  $1.00.  The  Evening  Star,  August  29,  1952,  Night  Final. 
Edition,  p.  A-23. 
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financial  position  of  this  Company  (through  the  con¬ 
sideration  and  approval  of  three  major  financings  and 
the  major  overhaul  of  the  Company’s  capital  structure 
resulting  from  the  liquidation  of  its  former  parent, 
Washington  Railway  and  Electric  Company)  since  the 
previous  finding  that  51/2%  represented  a  fair  rate  of 
return,  the  Commission  finds  and  concludes  that  this 
rate  is  reasonable  and  proper  for  application  to  the 
rate  base  hereinbefore  found  to  be  reasonable  in  this 
proceeding  in  the  determination  of  the  revenue  require¬ 
ments  of  the  Company.  Furthermore,  the  Commission 
finds  and  concludes  that  such  a  rate  of  return,  when 
applied  as  aforesaid,  is  sufficient  to  maintain  the  Com¬ 
pany  in  a  sound  financial  position  and  to  enable  it  to 
attract  capital  as  needed  in  the  rendition  of  efficient 
and  economical  electric  service  to  the  public.  The  use 
of  a  rate  of  return  in  this  proceeding  lower  than  51/4% 
would,  in  the  opinion  of  the  Commission,  jeopardize 
the  ability  of  the  Company  to  issue  securities  on  favor¬ 
able  terms  and  would,  therefore,  be  contrary  to  the 
public  interest.”* 

We  have  set  forth  this  detailed  summary  of  and  the 
quotations  from  the  Commission’s  treatment  of  the  rate  of 
return  issue  so  that  its  failure  to  make  the  necessary  find¬ 
ings  and  to  comply  with  the  proper  standards  laid  down 
by  this  Court  in  the  Mississippi  River  Fuel  and  Washington 
Gas  Light  cases  will  be  clearly  apparent.  The  mere  conclu¬ 
sions  of  the  Commission  quoted  above  that  5 V>%  is  “suffi¬ 
cient  to  maintain  the  Company  in  a  sound  financial  position 
and  enable  it  to  attract  capital”  and  that  any  lesser  rate  of 
return  would  be  “contrary  to  the  public  interest”  are  both 
insufficient  to  support  its  conclusion  that  the  rates  it  pre¬ 
scribed  on  the  basis  of  that  return  are  “just,  reasonable 
and  non-discriminatory”  when  not  supported  in  turn  by 
necessarv  findings  and  substantial  evidence  regarding  the 
return  required  by  the  debt,  preferred  stock  and  equity 
capital.  Here,  as  in  the  W ashington  Gas  Light  case,  supra , 

*  In  its  formal  “ findings”  the  Commission  found,  “(5)  That  a  rate  of 
return  of  5%%  is  a  fair  and  just  rate  to  be  applied  to  the  weighted  rate 
base  of  Pepco”  (J.A.  1176). 


(p.  17)  the  “inadequacy  of  the  record  and  the  findings 
render  the  Commission’s  conclusion  that  the  rates  are  ‘rea¬ 
sonable,  just  and  non-discriminatory’,  devoid  of  substance 
and  wholly  ineffective  for  its  purpose”.  In  no  place  in  its 
opinion  does  the  Commission  make  any  clear  and  specific 
findings  on  which  its  conclusion  is  based.  The  statement 
with  which  it  prefaced  its  conclusion  on  rate  of  return,  “In 
view  of  the  foregoing”,  is  an  indefinite  and  ambiguous  ref¬ 
erence  which  does  not  guide  the  reader  back  to  any  findings. 
This  reference  would  encompass  the  Commission’s  descrip¬ 
tion  of  the  rate  of  return  testimony  of  McElfresh  for  the 
Commission  and  of  Kosh  for  the  United  States.  The  Com¬ 
mission  made  no  factual  findings,  however,  which  are  refer¬ 
able  to  this  testimony  (except  in  a  minor  particular  dis¬ 
cussed  p.  59,  infra),  nor  does  the  Commission  make  it  clear 
to  what  extent  it  relied  thereon.  Moreover,  in  describing 
the  testimony  of  these  two  witnesses  which  was  often  con¬ 
flicting  (see  J.A.  327),  the  Commission  did  not  even  state 
whether  or  not  it  agreed  with  the  factual  statements  and 
reasoning  underlying  the  general  conclusions  of  such  wit¬ 
nesses.  Indeed,  the  Commission  did  not  affirmatively  state 
that  it  agreed  with  the  conclusions  of  these  twro  witnesses, 
but  forced  the  reader  to  infer  agreement  by  matching  its 
determination  of  rate  of  return  with  the  opinions  expressed 
in  the  testimony. 

The  Commission  in  its  concluding  paragraph  on  rate  of 
return  quoted,  supra ,  pp.  55-56,  also  made  a  self-serving 
declaration  of  its  intimate  knowledge  of  Pepco’s  financial 
position  through  its  approval  of  its  several  financings  and 
of  its  re-capitalization.  It  did  not  attempt  to  further  iden¬ 
tify  these  references  to  extraneous  matters  quite  outside  the 
record  in  these  proceedings  on  which,  of  course,  the  parties 
had  no  opportunity  to  cross-examine.  A  reference  such  as 
this  on  wdiich,  at  least  in  part,  its  decision  turned,  to  inti¬ 
mate  expert  knowledge  which  is  kept  securely  guarded  from 
the  parties  to  the  proceedings  and  the  public  justifies  this 
Court’s  condemnation  of  reliance  on  “Commission  exper- 
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tise”  in  the  Washington  Gas  Light  opinion,  supra  (pp. 
16-17).* 

In  view  of  the  requirements  in  the  Mississippi  River  Fuel 
case  that  a  regulatory  commission  state  the  underlying  find¬ 
ings  supporting  its  conclusions  and  in  light  of  the  criteria 
on  rate  of  return  specified  in  the  Washington  Gas  Light 
case,  we  submit  that  the  appellee  Commission  was  required 
to  make  specific  findings  on  the  following  subjects : 

(a)  The  return  necessary  to  service  Pepco’s  funded 
debt ; 

(b)  The  return  necessary  to  pay  Pepco’s  preferred 
stock  dividends; 

(c)  The  return  required  by  investors  on  Pepco’s 
equity ; 

(d)  The  overall -weighted  return  when  (a),  (b)  and  (c) 
are  combined ; 

(e)  The  return  on  funded  debts,  preferred  stock  and 
equity  in  other  public  utilities  having  a  risk  factor 
similar  to  Pepco’s,  and  its  relationship  to  the  re¬ 
turn  found  in  (d). 

These  findings,  of  course,  need  not  necessarily  appear  as 
formal  findings  in  the  Commission’s  order  but  may  be  con¬ 
tained  in  narrative  form  in  the  opinion  (see  J.A.  748-749). 
Despite  the  length  of  the  Commission’s  opinion,  however, 
these  required  findings  do  not  appear  in  the  opinion  in  the 
instant  case,  nor  are  they  contained  in  the  orders. 

The  Commission  failed  to  state  the  cost  of  servicing  the 
funded  debt  and  of  paying  the  preferred  dividends,  nor  did 
it  make  any  specific  finding  of  the  return  required  by  in¬ 
vestors  on  the  equity  component  of  Pepco’s  capitalization. 

*  In  New  York  v.  United  States,  342  TJ.S.  S82,  72  S.  Ct.  152,  Mr.  Justice 
Douglas,  dissenting,  recently  added  his  voice  to  the  growing  judicial  distrust 
of  the  concept  of  administrative  “expertise”  as  a  substitute  for  adequate 
administrative  findings.  He  said  (342  U.S.  at  884): 

“Unless  we  make  the  requirements  for  administrative  action  strict  and 
demanding,  expertise,  the  strength  of  modern  government,  can  become 
a  monster  which  rules  with  no  practical  limits  on  its  discretion.  Absolute 
discretion,  like  corruption,  marks  the  beginning  of  the  end  of  liberty.’ * 
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Furthermore,  the  Commission  made  no  attempt  to  state  a 
finding  which  would  combine  the  required  return  on  debt, 
preferred  stock  and  equity  into  the  over-all  return  required 
on  the  rate  base.  The  Commission,  to  be  sure,  did  make 
brief  references  to  the  testimony  of  McElfresb  and  Kosh 

*  on  rate  of  return.  However,  it  made  no  concrete  finding 

referable  to  such  testimony  except  to  state,  in  agreement 
with  its  own  witness,  that,  “In  view  of  the  decline  in  the 

*  proportion  of  equity  capital  to  total  capital  and  the  attend- 

~  ant  increase  in  risk,  it  would  not  seem  reasonable  to  allow 

a  smaller  return  on  equity  capital  now  than  in  1944”  (J.A. 
1151).  Apart  from  the  fact  that  the  Commission’s  reason¬ 
ing  is  fallacious,*  the  statement  hardly  serves  as  a  finding 

*  of  the  cost  of  equity  capital  to  Pepco  at  the  time  of  the 
Commission’s  order.  In  brief,  the  Commission  completely 
failed  to  make  the  required  findings  concerning  the  capital 

*  cost  of  the  fixed  debt,  the  preferred  stock  and  the  equity 
components  of  Pepco ’s  capitalization  and  the  relationship 
of  such  costs  to  the  over-all  rate  of  return  it  approved  in 
its  order. 

*  An  equally  serious  deficiency  in  the  Commission’s  opinion 
and  orders  is  its  failure  to  include  any  finding  as  to  the  cost 
of  capital  (debt,  preferred  stock  and  equity)  of  “other 
enterprises  having  a  similar  risk  factor”.  Washington  Gas 
Light  Co.,  supra  (p.  16).  The  importance  of  a  considera¬ 
tion  of  the  return  on  investments  in  such  other  enterprises 
has  also  been  emphasized  by  the  Supreme  Court.**  But  the 
opinion  of  the  Commission  does  not  contain  the  slightest 

►  reference  to  the  return  on  investments  in  other  comparable 

utilities,  nor  did  the  Commission  give  any  consideration 
to  this  significant  element  of  any  inquiry  into  a  proper  rate 

*  of  return. 

Turning  now  briefly  to  the  evidence  of  record  which  would 
support  these  required  findings  if  the  Commission  had  at- 

*  See  discussion,  infra,  p.  62. 

**  See  cases  cited  footnote  p.  52,  supra.  See  also  United  Railways  v. 

,  West,  280  U.S.  234,  250;  Smith  v.  Illinois  Bell  Tel.  Co.,  supra,  160-161.  t 


60 


tempted  to  make  them,  the  mathematical  computation  of 
the  return  necessary  to  service  Pepco’s  fixed  debt  and  to 
pay  preferred  dividends  was  developed  (Ex.  54,  J.A.  1000; 
315-316),  although  the  record  contains  only  general  and 
cursory  evidence  comparing  this  return  with  that  of  other 
utilities  (Ex.  56,  J.A.  1002).  Furthermore,  there  was  no 
evidence  except  Moody’s  classification  of  bond  issues  (J.A. 
315-316)  showing  whether  such  other  utilities,  which  were 
not  named,  had  risk  factors  similar  to  Pepco’s.  AVith 
respect  to  the  return  to  be  allowed  on  equity  capital,  which 
the  Commission  termed  the  “keystone”  of  the  rate  of  re¬ 
turn  problem,  the  record  is  plainly  deficient.  Apart  from 
references  to  the  1944  rate  case  (see  discussion,  infra),  the 
only  evidence  of  the  cost  of  Pepco’s  equity  capital  consists 
of  earnings-price  ratios  and  dividend-price  ratios  (and 
related  data)  concerning  only  Pepco’s  common  stock.  There 
was  no  attempt  made  by  any  of  the  witnesses  even  to  list 
a  few  selected  utilities  having  risk  factors  similar  to  Pepco’s 
and  to  develop  the  cost  of  equity  capital  to  such  comparable 
utilities.*  In  view  of  these  deficiencies  in  the  record,  it  is 
clear  that  neither  the  Commission  nor  any  of  the  witnesses 
who  testified  in  the  instant  proceedings  made  the  kind  of 
a  current  study  of  a  proper  rate  of  return  which  the  Court 
in  the  Washington  Gas  Light  case  deemed  essential.  The 
necessary  findings,  likewise,  were  not  made  and,  with  the 
few  exceptions  noted,  could  not  have  been  supported  by 
substantial  evidence  of  record  if  the  Commission  had  at¬ 
tempted  to  state  such  findings. 

The  Commission  attempted  to  justify  the  rate  of  return 
it  fixed  by  relying  principally  upon  its  determination  of  an 
identical  rate  seven  years  earlier  in  the  1944  Pepco  rate 
proceedings.  But  this  attempt  to  rely  on  an  earlier  rate 
case  also  completely  failed  to  meet  the  standards  specified 
hv  this  Court.  It  will  be  recalled  that,  in  the  Washington 
Gas  Light  case,  supra  (p.  15),  this  Court  condemned  a  reli¬ 
ance  upon  a  determination  of  a  rate  of  return  in  an  earlier 

*  Kosh’s  Exhibit  59  (J.A.  1005),  which  includes  the  gross  income  of  certain 
utilities  (J.A.  325),  plainly  does  not  fulfill  this  requirement. 


proceeding  unless  the  Commission  clearly  indicated  (by 
appropriate  findings  based  on  substantial  evidence)  that 
“pertinent  local  conditions  and  economic  conditions  gen¬ 
erally  have  remained  static  during  the  intervening  years” 
and  that  “the  risk  factor,  so  important  an  element  in  fixing 
rate  of  return,  has  remained  static”.  In  stating  this  re¬ 
quirement,  the  Court,  of  course,  had  in  mind  the  language 
which  it  quoted  in  footnote  15  from  the  Supreme 
Court’s  opinion  in  the  case  of  Blue  field  Co.  v.  Public  Service 
Commission,  262  U.  S.  679,  693  that,  “A  rate  of  return  may 
be  reasonable  at  one  time  and  become  too  high  or  too  low 
by  changes  affecting  opportunites  for  investment,  the  money 
market  and  business  conditions  generally.”* 

It  should  have  been  obvious  to  the  Commission,  even  with¬ 
out  this  Court’s  admonition  in  the  Washington  Gas  Light 
case,  supra,  which  it  failed  to  heed  after  the  opinion  had 
been  called  to  its  attention,  that  a  fair,  just,  and  reasonable 
rate  of  return  yesterday  may  not  be  a  proper  rate  of  return 
today.  It  should,  likewise,  have  been  more  than  obvious 
that  a  return  fixed  during  World  War  II  might  not  be  a 
proper  rate  of  return  in  1950,  particularly  since  the  “perti¬ 
nent  local  conditions  and  economic  conditions  generally” 
could  be  expected  to  change  materially  during  the  many 
intervening  years.  As  to  the  local  conditions,  it  would  ap¬ 
pear  that  the  substantial  increase  in  Pepco’s  sales  of  energy 
(Ex.  69,  J.A.  1014-1015)  ,the  extraordinary  increase  in 
population  in  Pepco’s  service  area  in  Maryland  (J.A.  186) 
and  the  construction  of  a  large,  modern  and  highly  efficient 
power  plant  on  the  Potomac  River  (J.A.  1114)  (and  other 
similar  local  developments)  occurring  during  the  interven¬ 
ing  years  had  demonstrated  that  the  important  risk  factor 
had  not  remained  static,  but,  on  the  contrary,  had  been  con¬ 
siderably  reduced.  In  any  event,  these  material  changes 
in  the  local  conditions  should  have  persuaded  the  Commis¬ 
sion  that  it  was  necessary  for  it  to  make  a  painstaking  in- 

*  Similarly,  United  Railways  V.  West,  supra;  Smith  V.  Illinois  Bell  Tel.  Co., 
supra;  Champlin  Rfg.  Co.  v.  Commission,  286  U.S.  210,  236;  B.  O.  R.  Co. 
v.  United  States,  298  U.S.  349,  371. 
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quiry  into  the  effect  of  these  post-1944. developments  on  the 
1951  rate  of  return.  Moreover,  as  we  discuss  infra,  there 
was  evidence  of  record  to  indicate  that  economic  conditions 
generally  had  substantially  changed  in  the  intervening 
period  with  a  consequent  reduction  in  the  cost  of  capital. 
Yet,  the  Commission  made  no  inquiry  into  these  significant 
matters  and  its  opinion  and  orders  are  devoid  of  the  re¬ 
quired  findings. 

The  only  effort  made  by  the  Commission  to  draw  any 
comparison  between  1944  and  1950  conditions  was  to  refer 
to  the  fact  that  the  equity  component  of  the  total  capitaliza¬ 
tion  had  decreased  slightly  ^from  43.7%  as  of  September 
30,  1943  to  36.1%  as  of  April  30,  1951  (J.A.  1150))  and  to 
conclude  that,  in  view  of  this  decrease  and  the  attendant 
increase  in  the  “risk”,  the  return  on  Pepco’s  equity  should 
not  be  less  than  in  1944  (J.A.  1151).  (In  fact,  as  we  later 
discuss,  the  Commission  allowed  a  substantially  higher 
return  on  equity  in  the  instant  case  than  it  approved  in  the 
1944  case.)  This  was  the  Commission’s  only  reference  to 
the  altered  conditions  subsequent  to  the  1944  rate  case  and 
to  any  change  in  the  “risk”.  However,  when  this  Court 
specified  that,  in  the  instant  circumstances,  the  Commission 
must  determine  whether  the  risk  factor,  a  critical  element 
in  rate  of  return,  had  remained  static,  it  obviously  was 
referring  to  the  over-all  risk  of  the  enterprise  which  would 
affect  all  investors  and  not  to  the  change  in  the  risk  of  one 
class  of  investors  vis  a  vis  all  other  classes.*  And  certainlv 
any  slight  increase  in  the  risk  to  the  equity  because  of  its 
proportional  decline  to  the  total  capitalization  might  well 

*  That  this  Court  on  page  17  of  its  Washington  Gas  Light  opinion  was  refer¬ 
ring  only  to  the  over-all  and  not  to  the  relative  risk  of  the  different  classes 
of  investors  is  clearly  shown  by  its  statement  that  the  risk  to  Washington  Gas 
Light  Company  had  been  materially  reduced  since  its  last  rate  case  by  the 
change  from  manufactured  to  natural  gas  and  by  the  favorable  treatment 
afforded  by  the  Commission  to  abandoned  plant  and  standby  plant.  The  many 
references  in  the  Supreme  Court  decisions  to  the  importance  of  the  risk 
element  in  fixing  a  rate  of  return  are  to  risk  in  the  over-all  sense  and  not  in  the 
narrow  sense  employed  by  the  Commission  in  the  present  case.  Blucfield  Co.  v. 
Public  Service  Commission,  supra;  Federal  Power  Commission  v.  Hope  Natural 
Gas  Co.,  supra;  Colorado  Interstate  Gas  Co.  v.  Federal  Power  Commission, 
supra. 
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be  more  than  offset  by  a  lessening  of  the  over-all  risk  of  the 
enterprise.  As  we  show  elsewhere,  the  evidence  of  record 
indicates  the  over-all  risk  assumed  by  Pepco’s  investors 
was  less  in  1950  than  in  1944.  Having  neglected  to  make 
any  finding  concerning  the  change  in  the  risk  in  the  over-all 
sense,  the  Commission’s  reference  to  the  increase  in  the 
risk  to  the  equity  becomes  pointless  and  academic. 

It  thus  appears  that  the  Commission  failed  to  make  the 
required  findings  which  would  draw  the  necessary  compari¬ 
son  between  1944  and  1951.  Without  such  findings  the 
Commission  cannot  support  its  1951  determination  of  rate 
of  return  by  reliance  upon  the  identical  rate  it  had  fixed  in 
1944.  And  we  have  shown  previously  that  the  Commission 
failed  to  state  the  findings  which  would  support  any  attempt 
by  it  to  make  a  de  novo  determination  of  rate  of  return. 
Without  these  findings  the  Commission’s  rate  orders  were 
unreasonable,  arbitrary  and  capricious  and,  accordingly,  it 
was  in  error  for  the  Court  below  to  fail  to  set  them  aside.* 

We  now  turn  to  a  consideration  of  the  evidence  of  record 
which  the  Commission  necessarily  would  have  considered  if 
it  had  attempted  to  state  the  findings  supporting  its  reliance 
upon  its  previous  determination  of  rate  of  return.  The 

*  Since  the  Commission  so  patently  committed  error  by  its  failure  to  test 
its  1944  rate  of  return  determination  by  any  consideration  of  whether  subse¬ 
quent  changes  in  the  pertinent  conditions  had  out-dated  its  former  decision, 
we  find  it  unnecessary  to  argue  at  length  the  larger  issue  of  whether  a  party 
to  a  rate  proceeding  such  as  Transit  can  ever  be  afforded  due  process  and 
a  fair  and  adequate  administrative  hearing  when  a  regulatory  agency  adopts, 
in  a  current  case,  a  rate  of  return  fixed  many  years  earlier.  Even  if  the 
Commission  had  conscientiously  explored  the  question  whether  the  pertineut 
conditions  had  changed  in  the  intervening  years,  its  earlier  decision  does 
constitute  the  starting  point  of  its  later  rate  of  return  determination  so 
that  any  error  committed  in  the  earlier  determination  will  be  perpetuated. 
Parties  to  the  present  proceedings  who  were  not  parties  to  the  earlier  pro¬ 
ceedings  would  not  have  had  an  opportunity  to  challenge  the  earlier  determina¬ 
tion  by  cross  examination  and  production  of  their  own  evidence.  Finally,  as 
a  practical  matter,  the  only  realistic  and  accurate  method  of  determining  in 
the  current  proceedings  whether  local  conditions,  general  economic  conditions 
and  the  risk  factor  have  significantly  changed  or  have  remained  static  is 
to  make  generally  the  same  kind  of  cost  of  capital  study  as  if  a  dc  novo  deter¬ 
mination  were  being  undertaken.  Accordingly,  no  time  or  expense  is  saved 
by  using  the  earlier  determination  as  a  starting  point  in  determining  the 
current  rate  of  return. 

This  Court  did  not  find  it  necessary  to  mention  this  aspect  of  the  problem 
in  the  Washington  Gas  Light  opinion,  supra,  presumably  because  in  that  case, 
as  in  this,  the  error  of  the  Commission  in  relying  upon  its  previous  determina¬ 
tion  without  more  was  too  patent  to  justify  discussion  of  the  more  general 
issue. 
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record  is  in  much  better  shape  in  this  respect  than  it  is  with 
respect  to  any  de  novo  determination  of  rate  of  return,  for 
there  is  considerable,  although  not  complete,  evidence  of 
record  comparing  1944  conditions  with  those  of  1951.  Such 
evidence  suggests  most  strongly  that  a  lower  rate  of  return 
should  have  been  determined  in  1951  than  in  1944.  AYe  shall 
sketch  this  evidence  briefly,  not  for  the  purpose  of  asking 
this  Court  to  find  the  facts  which  the  Commission  ignored, 
nor  for  the  purpose  of  requesting  this  Court  to  substitute 
its  judgment  for  the  Commission’s  judgment.  Rather,  we 
state  these  facts,  most  of  which  were  not  controverted,  in 
order  to  focus  attention  clearly  on  the  Commission’s 
attempt  to  substitute  a  rate  of  return  judgment  in  an  earlier 
proceeding  for  a  fresh  and  current  study  of  the  costs  of 
capital  contrary  to  this  Court’s  holding  in  the  Washington 
Gas  Light  decision. 

AYe  have  already  stated  (p.  61,  supra)  that  the  record 
contains  evidence  indicating  that  the  local  conditions  have 
so  improved  that  the  risks  of  the  enterprise  have  been 
materially  lessened.  AYith  respect  to  “economic  conditions 
generally”,  there  was  considerable  testimony  to  show  that 
such  conditions  have  improved  and  that  the  improvement 
was  reflected  in  the  lower  cost  of  capital.  This  evidence 
was  adduced  mainly  by  David  A.  Kosh,  the  witness  for  the 
U.  S.  Government,  and  the  only  reasonable  conclusion  to  be 
drawn  from  his  evidence  is  that,  if  5M>%  was  the  proper 
rate  in  1944,  it  w*as  excessive  when  the  Commission  decided 
the  present  case. 

AYitness  Kosh  showed  that  the  return  demanded  by  in¬ 
vestors  depends  upon  investor  confidence  in  general  busi¬ 
ness  conditions,  that  the  indices  reflecting  general  business 
conditions  and  investor  confidence  are  no  low^er  today  than 
in  1944,  and  that,  accordingly,  there  is  no  reason  why  the 
present  cost  of  capital  should  be  any  higher  than  in  1944 
(Exhibits  52,  53,  J.A.  998-999;  312-314).  In  fact,  investors 
were  requiring  generally  lower  returns  than  in  1944,  and 
this  was  true  in  the  case  of  Pepco’s  investors.  Using  the 
same  method  in  computing  the  cost  of  debt  capital  relied 
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upon  by  the  Commission  in  1944,  Kosh  showed  the  current 
cost  of  Pepco’s  debt  to  be  2.832%  (Exhibit  54,  J.A.  1000; 
315-316)  as  compared  with  3.008%  found  by  the  Commission 
in  1944  (J.A.  1300).  Kosh’s  evidence  shows  that  the  current 
cost  of  Pepco’s  preferred  stock  is  3.6%  (J.A.  316-317)  as 
compared  with  the  Commission’s  1944  allowance  of  5%.* 
Thus,  the  evidence  shows  that  the  returns  required  by  debt 
and  preferred  capital,  which  total  in  excess  of  60%  of  the 
total  capital  structure  (J.A.  329),  are  materially  less  than 
in  1944. 

On  the  basis  of  earnings-price  and  dividends-price  ratios 
(and  other  similar  data)  relating  only  to  Pepco’s  common 
stock,  Kosh  determined  that  the  return  demanded  by  equity 
investors  in  Pepco’s  common  stock  had  developed  a  gen¬ 
erally  declining  trend  (Ex.  57,  J.A.  1003)  and  reflected  a 
current  cost  of  equity  capital  between  6%%  and  8%,  with 
8%  as  the  “maximum  value”  (J.A.  318-321).  This  should 
be  compared  with  the  1944  finding  of  7.7%  as  the  return 
required  by  equity  investors  and  8%  then  found  by  the 
Commission  to  be  a  sufficient  and  a  “liberal  return” 
when  it  established  5M>%  as  the  proper  return  in  1944 
(J.A.  1304).**  In  contrast,  the  5M>%  rate  of  return  allowed 

•The  actual  return  on  Pepco’s  preferred  in  1944  was  5.862%,  but  the 
Commission  found  that  such  stock  could  be  refinanced  at  a  lower  cost  so  it 
allowed  only  5%  (J.A.  1301). 

**  It  is  clear  from  its  opinion  in  the  1944  Pepco  Rate  Case  that  the  Com¬ 
mission,  after  carefully  “weighing  all  the  evidence, ’’  found  at  that  time  “that 
a  return  of  8%  on  the  common-stock  equity  constitutes  a  liberal  return  and  is 
commensurate  with  returns  on  investments  in  other  enterprises  having  corre¬ 
sponding  risks’’,  and  further  found  that  “This  return  is  sufficient  to  assure 
confidence  in  the  financial  integrity  of  Pepco  and  will  attract  capital  for 
future  needs’’  (J.A.  1304-1305).  Likewise,  in  its  opinion  in  the  present  case 
the  Commission  referred  to  the  8%  return  on  equity  capital  “which  was  found 
by  this  Commission  to  be  reasonable  when  it  established  the  basic  return  of 
5 "%%’’  (J.A.  1130).  Yet,  the  Commission  in  its  present  opinion  stated  that 
it  had  found  8.91%  to  be  the  proper  return  on  equity  in  1944  (J.A.  1151) 
because  this  happened  to  be  the  product  of  an  over- all  return  of  5*4%  applied 
to  the  equity  as  then  constituted  (J.A.  1311).  It  is  obvious,  however,  that 
the  return  on  equity  which  was  then  found  “sufficient’’  and  even  “liberal’’ 
was  8%. 

The  evidence  discussed  in  the  text  that  investors  in  Pepco’s  equity  were 
willing  to  receive  a  lower  return  in  1950  than  1944  further  emphasizes  the 
error  in  the  Commission’s  reasoning  that  the  decline  in  the  relative  proportion 
of  equity  capital  increases  the  risk  and  justifies  a  higher  return.  See  text 
supra,  pp.  62-63. 
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by  the  Commission  will  produce  a  return  on  equity  between  l 

9M>  to  10 M>%  (Ex.  44,  J.A.  990-991;  276,  287).  \ 

The  application  of  the  foregoing  capital  costs  to  Pepco’s 
capital  structure  as  of  December,  1950  (56.03%  debt  at 
2.832%  return,  7.7S%  preferred  at  3.6%  return,  and  36.19%  ) 

common  at  8%  return,  results  in  a  current  maximum  cost  * 

of  capital  of  4.7S%  (J.A.  329-330)  as  compared  with  a  1944 
cost  of  5.319%  found  by  the  Commission  in  the  earlier  rate  ■ 

case  (J.A.  1305).  In  short,  there  is  no  more  valid  basis  4 

to  support  the  opinion  reached  by  the  Commission 
that  equity  capital  currently  requires  a  return  of  between 
9%  and  10%,  or  a  51/2%  rate  of  return,  than  there  was  to 
support  the  Commission  determined  rate  of  return  in  Wash¬ 
ington  Gas  Light  Co.  v.  Baker ,  supra.  « 

The  basic  facts  which  witness  Kosh  adduced  were  not 

* 

controverted;  in  fact  the  Commission’s  own  witness  ac¬ 
cepted  them  (J.A.  404-405).  Furthermore,  there  was  no  4 

contravailing  testimony  to  show  that  the  capital  costs  and 
the  over-all  risk  factor  had  remained  static.  Yet,  the  Com¬ 
mission  ignored  these  significant  facts  showing  that  the 
cost  of  capital  had  declined  since  1944  and  fixed  the  rate 
of  return  in  1951  at  the  identical  rate  determined  in  the  \ 

earlier  year.  The  Commission  (J.A.  1151)  seized  upon 
Kosh’s  statement  that,  to  the  bare  cost  of  capital,  there 
should  be  added  a  “cushion”  which  he  thought  wnuld  bring  : 

the  rate  of  return  to  a  maximum  of  5 M>%.  But  the  Com¬ 
mission  did  not  explain  why,  in  the  course  of  relying  on  its 
1944  rate  of  return  inquiry,  it  should  allow  in  195.1  a  cushion 
over  and  above  costs  four  times  as  great  as  in  the  earlier  *< 

case.*  Kosh,  moreover,  conceded  that  5^2%  over-all  rate  of 
return  is  “on  the  high  side,  perhaps  excessively  high” 

(J.A.  322). 

-  r 

*  With  4.7S%  as  the  maximum  cost  of  Pepco’s  capital  in  1950,  a  cushion 
or  spread  was  provided  of  .72%  (5.50%-4.78%),  whereas  in  1944  the  com¬ 
parable  cushion  approved  was  only  .181%  (5.500%-5.319%).  Although  a 
cushion  of  .72%  is  less  than  one  per  cent  of  return,  when  applied  to  Pepco’s 
rate  base,  it  is  equivalent  to  almost  $2,000,000  of  gross  operating  revenues. 

In  other  words,  if  the  cushion  of  .72%  had  been  eliminated,  the  amount  of 

the  over-all  rate  increase  ordered  by  the  Commission  could  have  been  reduced  ♦  * 

by  approximately  that  amount.  (See  J.A.  386-388,  403-409.) 
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Kosh  did  not  present  any  evidence  of  the  rate  of  return 
on  the  equity  of  comparable  utilities  in  1951  in  order  to 
^  show  what  changes  had  occurred  in  that  rate  since  1944. 

Such  evidence  with  respect  to  utilities  having  risk  factors 
similar  to  Pepco ’s  is  required  if  a  true  comparison  is  to  he 
*•  drawn  between  the  pertinent  conditions  prevailing  at  the 

time  of  the  current  rate  proceedings  and  those  at  the  time 
of  the  previous  proceedings  upon  which  the  Commission  is 
relying.  Accordingly,  his  testimony  is  fatally  deficient  in 
this  all  important  particular.  And  his  was  the  only  testi- 
mony  of  record  which  attempted  to  draw  a  comparison 
between  the  pertinent  conditions  existing  in  1944  and  in 
1951.  It  was  clear  error  for  the  Commission,  having  been 
t  warned  by  his  testimony  of  the  changed  conditions,  not  to 

have  made  a  detailed  study  with  appropriate  findings  of 
the  relationship  between  capital  costs  in  1944  and  in  1951. 

*  Accordingly,  it  was  clear  error  to  rely,  as  the  Commission 
did,  upon  its  earlier  determination  of  a  rate  of  return  with¬ 
out  making  such  an  inquiry.* 

*  It  does  not  assist  the  appellees  to  point  to  the  Commission ’s  references  to 
^  the  Modified  Sliding  Scale  Plan  in  connection  with  its  allowance  of  a  return  sub¬ 

stantially  in  excess  of  the  return  shown  to  be  required  by  investors  (J.A.  1148- 
1149).  The  Commission  is  required  to  fix  currently  just  and  reasonable  rates. 
Rates  which  produce  a  return  in  excess  of  the  return  required  as  shown  by 
►  the  facts  of  record  cannot  be  determined  to  be  just  and  reasonable  by  reason  of 

a  sliding  scale  plan  which  might  or  might  not  possibly  recover  a  portion  of  such 
excess  for  the  benefit  of  rate-payers.  Rates  prescribed  on  any  such  theory 
are  unlawful  under  the  provisions  of  Section  43-301,  D.C.  Code,  1951  (Appendix 
p.  79,  infra.) 

But  there  is  a  substantial  doubt  whether  the  existing  Modified  Sliding  Scale 
Plan  can  ever  operate  to  require  Pepco  to  disgorge  excessive  earnings  for  the 
benefit  of  the  rate-payers.  The  Commission  itself  admits  that  its  present 
plan  (adopted  in  1948)  “differs  substantially”  from  the  sliding  scale  of  rates 

*  formerly  in  effect,  and  that  “the  new  plan  provides  for  the  regulation  of 
income  at  a  reasonable  level  instead  of  providing  for  an  adjustment  of  rates 
premised  upon  the  previous  year ’s  experience,  as  was  the  case  in  the  original 
arrangement”  (J.A.  1149).  Under  the  Sliding  Scale  Plan  adopted  in  the  1944 
rate  case,  the  consumers  would  be  entitled  to  a  rate  reduction  if  the  return 
proved  excessive  (J.A.  1306-1311).  As  modified  in  1948  and  as  in  effect  during 
the  instant  proceedings,  the  consumers  could,  under  certain  conditions,  re¬ 
cover  one-half,  but  only  one-half,  of  the  excessive  earnings  (J.A.  327-328,  377- 
378,  1149).  Hence,  if  the  Commission  erroneously  fixed  too  high  a  rate  of  re- 

*  turn,  the  rate  payers  would  recapture  at  best  only  one-half  of  the  excessive 
return  received  by  Pepco.  The  existence  of  this  Sliding  Scale  Plan,  therefore, 
can  operate  only  to  partially  save  the  rate-payers  from  the  effects  of  erroneous 
Commission  action. 

4  This  Court  in  Washington  Gas  Light,  supra  (p.  11),  stated,  as  one  of  the 

reasons  why  the  Commission  improperly  relied  upon  a  previous  determination 


The  Court  below  dismissed  rather  summarily  our  con¬ 
tentions  as  to  the  errors  committed  by  the  Commission  in 
determining  the  rate  of  return.  It  observed  that,  “If  an 
occasional  ellipsis  should  be  found  in  the  findings,  the  rea¬ 
soning  followed  by  the  Commission  is,  nevertheless,  clearly 
disclosed  and  the  omissions,  if  any,  are  readily  supplied”. 
(J.A.  748).  But  the  Court  below  did  not  even  refer  to  the 
rate  of  return  requirements  specified  in  this  Court’s  opinion 
in  the  Washington  Gas  Light  case,  supra.  And,  as  we  have 
shown  in  the  foregoing  discussion,  the  Commision  did  not 
set  forth  its  “reasoning”,  and  its  “omissions”  constitute 
fatal  deficiencies.  For  the  reasons  stated  above,  it  was  er¬ 
ror  for  the  Court  below  to  fail  to  set  aside  the  Commis¬ 
sion’s  orders. 

in. 

The  Commission’s  Failure  to  Make  Findings  to  Support 
the  Increase  in  Street  Railway  Rates  Invalidates  Such 
Increase. 

The  Commission  devotes  twelve  pages  of  Order  No.  3762 
to  a  discussion  of  the  dollar  amounts  of  the  rate  increases 
to  be  assigned  to  Pepco ’s  various  classes  of  customers  on  a 
system  basis  (J.  A.  1156-1174).  It  begins  this  discussion 
on  page  36  of  the  order  by  setting  forth  a  chart  showing  the 
rate  increases  proposed  by  Pepco  (J.  A.  1156).  The  part 
of  this  chart  that  pertains  to  street  railway  rates  reads  as 
follows : 


Per  Cent 

Class  of  Business  Amount  Increase 

XXX  $xxxxxx 

Street  Railways 

600  volt  D.  C.  service .  514,000  57.8 

Commercial  A.  C.  service .  43,000  93.5 

XXX  xxxxxx 


of  rate  of  return,  that  the  earlier  rate  proceedings  ‘  ‘  dealt  with  the  sliding  scale 
arrangement  which  presented  substantially  different  considerations.”  Such 
language  is  also  applicable  here  where  the  earlier  case  involved  a  sliding  scale 
plan  so  different  from  Pepco ’3  current  plan  as  to  present  “substantially 
different  considerations.” 


The  Commission  draws  its  discussion  to  a  close  on  page 
48  of  the  order  with  another  chart  (J.  A.  1172-1173).  This 
chart  states  the  Commission’s  conclusions  on  the  dollar 
amount  of  the  rate  increases  to  be  ordered  for  each  class  of 
Pepco’s  customers  on  a  system-wide  basis.  The  pertinent 
part  of  this  chart  reads  as  follows  ( J.  A.  1173) : 

Amount 
$  X  X  X 

230,000 

XXX 

Of  the  twelve  pages  and  many  paragraphs  used  by  the 
Commission  in  progressing  from  chart  to  chart,  some  five 
pages  and  twenty-four  paragraphs  are  spent  in  discussing 
the  increases  in  street  railway  rates  in  one  way  or  the 
other  (J.  A.  1157-1163,  1168-1170,  1170-1173).  But,  despite 
this  abundance  of  discussion,  it  is  impossible  to  tell  from 
its  order  how  or  why  the  Commission  concluded  that  street 
railway  rates  should  be  increased  by  $230,000  on  a  system 
basis.  The  most  that  can  be  said  after  reading  this  discus¬ 
sion  is  that  the  Commission  rejected  Pepco’s  proposal  and 
then  decided  for  reasons  undisclosed  in  its  opinion  that 
street  railway  rates  should  be  increased  by  $230,000  on  a 
system  basis.  A  summary  of  the  Commission’s  discussion 
pertaining  to  street  railway  rates  will  show  that  this  is  so. 

After  pointing  to  the  substantial  increases  in  the  dollar 
amount  of  street  railway  rates  proposed  by  Pepco  (J.  A, 
1156),  the  Commission  spent  over  two  pages  and  some  ten 
paragraphs  in  tracing  the  history  of  the  contractual  agree¬ 
ments  between  Transit  and  Pepco  that  had,  with  the  ap¬ 
proval  of  the  Commission,  fixed  the  prices  for  electricity 
that  Pepco  charged  Transit  from  1933  to  the  effective 
date  of  Order  No.  3774  (J.  A.  1157-1160).  The  Commission  j 
draws  no  specific  conclusion  from  the  history  related  at 


Type  of  Service 
XXX 

Street  railway: 

600-volt  service  ) 

A-C  service  at  commercial) 
schedule  rates  ) 

XXX 


length  by  it.  However,  the  impression  can  be  gathered  by 
reading  between  the  lines  that  the  Commission  thought  that 
the  power  agreements  and  the  rates  established  thereunder, 
though  the  parties  had  operated  ijnder^hem  with  the  ap¬ 
proval  of  the  Commission  for  over  tWonty  S^years,  carried 
little  if  any  weight  in  fixing  street  railway  rates  in  the  in¬ 
stant  proceeding. 

The  Commission,  after  it  had  finished  its  history  of  the 
power  contracts,  turned  to  a  consideration  of  Transit’s 
Exhibit  No.  74  and  Pepco ’s  Exhibit  No.  83.  In  the  first, 
Transit  set  forth  the  nature  and  value  of  its  property  used 
by  Pepco;  in  the  second,  Pepco  set  forth  the  nature  and 
value  of  its  property  used  by  Transit.  After  discussing 
these  exhibits  for  over  a  page  (J.  A.  1160-1161),  the  Com¬ 
mission  stated  that  there  was  no  need  for  it  to  determine 
the  property  jointly  used  by  the  two  Companies  or  the 
property  owned  by  one  Company  and  used  by  the  other 
since  “the  record  does  not  disclose  in  total  the  value  or 
cost  of  such  property,  and  the  resulting  influence  on  rate 
schedules  would  be  minor”  ( J.  A.  1161). 

The  method  by  which  Pepco  determined  its  proposed  in¬ 
creases  in  street  railway  rates  was  next  considered  by  the 
Commission  (J.  A.  1162-1163).  On  this  subject,  the  Com¬ 
mission  in  a  discussion  of  approximately  one  page,  points 
out  that  Pepco  treated  Transit’s  use  of  Pepco ’i  services  for 
street  railway  purposes  as  being  of  the  same  character  as 
that  of  a  consumer  of  its  commercial  high  voltage  service 
and  then  computed  its  proposed  street  railway  rates  in  such 
a  way  that  those  rates  exceeded  the  proposed  commercial 
high  voltage  rates.  This  method  of  computing  street  rail¬ 
way  rates,  the  Commission  found,  was  erroneous  for  an 
obvious  reason :  Transit’s  use  of  electricity  for  street  rail¬ 
way  purposes  was  of  such  character  and  volume — being  the 
use  of  electricity  by  a  utility  and  exceeding  20%  of  total 
commercial  high  voltage  use — as  to  require  street  railway 
rates  to  be  computed  more  in  line  with  the  wholesale  rates 
accorded  other  electric  utilities  by  Pepco  than  with  the 
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higher  rates  that  it  proposed  for  commercial  high  voltage 
users. 

At  this  point,  the  Commission  ended  the  part  of  its 
opinion  devoted  exclusively  to  street  railway  rates.  It  did, 
however,  make  further  reference  to  those  rates  in  other 

*  parts  of  the  section  of  its  opinion  dealing  with  rates  gen¬ 
erally. 

Thus,  it  discussed  the  exhibit  (Ex.  31,  J.A.  819-919)  deal- 

*  ing  with  costs  of  service  that  Pepco  introduced  at  the  re¬ 
quest  of  the  Commission  to  show  why  there  was  so  great  a 
disparity  between  the  increases  proposed  for  two  classes  of 
service,  street  railway  and  street  lighting,  and  the  increases 
proposed  for  the  other  classes  of  service  (J.  A.  1168-1170). 

*  The  Commission  concluded  its  discussion  of  the  exhibit 
with  this  language  ( J.  A.  1169-1170) : 

„  “The  costs  of  service  shown  by  Exhibit  No.  31  cannot 

be,  and  have  not  been,  used  in  the  development  of  indi¬ 
vidual  rate  schedules.  There  are,  however,  certain 
general  considerations  which  may  have  a  great  influence 
in  establishing  rates  for  particular  types  of  service, 

*  and  such  considerations  have  been  weighed  as  well  as 
the  costs  of  service  shown  by  Exhibit  No.  31.” 

„  But  the  Commission  did  not  take  the  trouble  to  specify 

what  those  “general  considerations”  were;  nor  did  it  say 
whether  they  had  any  bearing  on  the  establishment  of  street 

►  railway  rates. 

When  it  came  to  that  part  of  its  opinion  headed  “Con¬ 
clusions  as  to  Rates”  (J.  A.  1170),  the  Commission  dis¬ 
cussed  the  methods  used  by  Pepco  and  the  Government  to 
allocate  their  differing  versions  of  Pepco ’s  needed  increase 
in  revenues  to  its  various  classes  of  customers  (J.  A.  1170- 
1171).  Both  methods  consisted  of  two  steps,  agreeing  in 
one  and  disagreeing  in  the  other.  The  step  common  to  both 

*  was  the  subtle  one  of  allocating  to  street  railway  and  street 
lighting  amounts  of  the  projected  increases  in  overall  reve¬ 
nues  calculated  by  reference  to  the  full  amount  of  the  al¬ 
leged  costs  of  their  service  as  developed  by  Pepco ’s  cost  of 
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service  studies.  The  difference  between  the  second  steps  of 
the  two  methods  lay  in  the  manner  of  allocating  the  remain¬ 
der  of  the  proposed  increases  in  revenues  to  Pepco ’s  other 
classes  of  customers.  Pepco  allocated  this  remainder  on  a 
kilowatt  hour  basis;  the  Government,  on  a  revenue  basis. 
The  Commission  found  both  methods  erroneous.  First, 
because  in  the  common  step  both  methods  inequitably  singled 
out  street  railway  and  street  lighting  rates  as  the  only  rates 
in  Pepco ’s  rate  schedule  to  bear  the  full  impact  of  the  as¬ 
sumed  cost  of  their  service  as  developed  by  Pepco  and 
ignored  the  fact  that  the  then  existing  street  railway  and 
street  lighting  rates  contained  elements  of  all  of  Pepco ’s 
costs  of  rendering  services.  Second,  because  Pepco ’s  me¬ 
thod  allocated  too  great  a  part  of  the  proposed  increases 
“to  the  high  voltage  and  large  commercial  rate  schedules.’’ 
Third,  because  the  Government’s  method  allocated  too  much 
of  the  proposed  increase  to  “the  small  commercial  and  resi¬ 
dential  schedules.” 

Finally,  with  respect  to  all  rates,  the  Commission  said 
( J.  A.  1172-1173) : 

“*  *  *  after  consideration  of  all  of  the  facts  of 
record,  including  particularly  both  the  kilowatt-hour 
basis  and  the  revenue  basis  of  allocation,  as  applied  to 
all  classes  of  service,  the  Commission  finds  and  con¬ 
cludes  that  the  distribution  of  the  additional  needed 
revenue  should  be  substantially  as  follows:”. 

The  Commission  then  set  forth  the  chart  (see  p.  69,  supra) 
containing  its  conclusions  on  the  dollar  amount  of  the 
rate  increases  to  be  ordered  for  each  class  of  Pepco ’s  cus¬ 
tomers  on  a  system  basis.  And,  as  we  have  said,  this 
chart  showed  an  increase  of  $230,000  for  street  railway 
rates. 

The  Commission,  as  this  summary  shows,  arrived  at  the 
figure  of  $230,000  for  street  railway  rates  after  groping 
through  a  labyrinth  of  evidence  in  which  it  could  find  no 
thread  of  reason  to  guide  its  way.  Each  thread  it  picked 
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up  played  out ;  it  found  no  connection  between  any  of  them. 
The  history  of  the  power  agreements  did  not,  so  it  thought, 
lead  anywhere.  Exhibits  74  and  83  appeared  useless  to  it. 
Neither  Pepco’s  method  of  determining  its  proposed  in¬ 
creases  in  street  railway  rates  nor  its  cost  of  service  study 
could  be  pursued  to  an  end.  It  found  the  methods  used 
by  Pepco  and  the  Government  to  distribute  their  differing 
computations  of  overall  increases  in  rates  among  Pepco’s 
different  classes  of  users  less  than  helpful.  The  truth  is 
that  in  all  its  gropings  the  Commission  could  find  but  two 
items  that  seemed  to  bring  it  any  comfort  at  all:  (1)  “cer¬ 
tain  general  considerations  which  may  have  a  great  influ¬ 
ence  in  establishing  rates  for  particular  types  of  service”; 
and  (2)  “all  the  facts  of  record,  including  particularly 
both  the  kilowatt-hour  basis  and  the  revenue  basis  of  allo¬ 
cation,  as  applied  to  all  types  of  service.” 

But  the  Commission  did  not  say  in  what  way  these  two 
items  were  helpful.  It  did  not  specify  the  general  consider¬ 
ations  that  might  be  useful.  It  did  not  say  in  what  par¬ 
ticulars  the  general  considerations  would  aid  in  the  de¬ 
termination  of  street  railway  rates.  It  did  not  hint  in  what 
manner  the  general  considerations  could  transmute  “all 
facts  of  record,  including  particularly  both  the  kilowatt- 
hour  basis  and  the  revenue  basis  of  allocation”  into  an 
increase  of  $230,000  for  street  railway  rates.  Indeed,  it 
did  not  so  much  as  make  a  finding  of  any  sort  on  kilowatt- 
hours  or  show  how  they,  either  alone  or  blended  with  reve¬ 
nues,  would  lead  to  an  increase  of  $230,000  for  street  rail¬ 
way  rates. 

Can  a  commission’s  ultimate  finding  that  is  to  cost  a 
consumer  over  $200,000  a  year  be  sustained  when  the  gen¬ 
eral  principles  leading  to  the  finding  remain  but  inarticu¬ 
late  mental  processes ;  when  the  stated  factual  foundation 
for  its  finding  is  so  vague  and  undiscriminating  as  “all 
the  facts  of  record”;  and  when  there  are  no  basic  findings 
on  which  the  only  tests  set  forth  by  it  can  operate  to  pro- 
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duce  the  ultimate  finding?  We  submit  that  an  ultimate 
finding  based  upon  no  more  than  this  cannot  be  sustained. 

Two  things  must  concur  before  a  commission’s  ultimate 
finding  of  fact  can  be  sustained.  First,  the  commission’s 
order  or  opinion  must  contain  findings  showing  what  facts 
basic  to  the  ultimate  finding  it  considers  to  be  established 
by  the  evidence  before  it.  United  States  v.  Chicago,  M., 
St.  P.  &  P.  R.  Co.,  supra;  Florida  v.  United  States,  supra; 
Mississippi  River  Fuel  Co.  v.  Federal  Power  Commission, 
supra ;  Saginaw  Broadcasting  Co.  v.  Federal  Communica¬ 
tions  Commission,  supra.  Second,  the  commission’s  order 
or  opinion  must  set  forth  reasons  showing  how  the  basic 
facts  establish  the  ultimate  finding  of  fact.  United  States 
v.  Chicago,  M.,  St.  P.  &  P.  R.  Co.,  supra;  Mississippi  River 
Fuel  Co.  v.  Federal  Power  Commission,  supra.  If  these 
two  minimal  requirements  are  not  met,  the  ultimate  finding 
of  fact  will  be  set  aside  without  more.  For  a  reviewing 
court  will  not  search  the  record  to  determine  whether  it 
contains  evidence  of  facts  which,  had  they  been  found, 
might  with  reason  support  the  ultimate  finding.  Atchison, 
T.  <&  S.  F.  Ry.  Co.  v.  United-  States ,  295  IT.S.  193,  201; 
Florida-  v.  United  States,  supra;  Saginaw  Broadcasting  Co. 
v.  Federal  Communications  Commission,  supra.  These 
principles  make  it  impossible  to  sustain  the  Commission’s 
ultimate  finding  in  Order  No.  3762  on  street  railway  rates 
and  reouire  that  it  be  set  aside. 

The  Commission  did  not  make  findings  that  showed  what 
facts  basic  to  its  ultimate  finding  it  considered  to  be  estab¬ 
lished  by  the  evidence  before  it.  All  it  did,  as  we  have 
shown,  was  to  spell  out  the  evidence  which  it  thought  could 
not  be  used  as  the  factual  basis  to  establish  the  proper  level 
of  street  railway  rates.  In  its  lengthy  discussion  of  street 
railway  rates,  the  Commission  did  not  set  forth  even  so 
much  as  one  fact  established  by  the  evidence  and  point  to 
it  as  showing  that  an  increase  of  $230,000  in  street  railway 
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rates  was  required.  The  closest  it  came  to  making  such  a 
finding  (and  it  was  not  very  close)  was  in  its  concluding 
reference  to  “all  the  facts  of  record. ”  But  such  a  meaning¬ 
less  afterthought  cannot  supply  the  want  of  the  required 
findings  of  basic  facts.  The  purpose  of  such  findings  is  to 
permit  a  reviewing  court  to  understand  what  relevant  facts 
the  administrative  agency  deemed  established  by  the  evi¬ 
dence  before  it.  Saginaw  Broadcasting  Co.  case,  supra. 
Such  purpose  is  obviously  no  more  complied  with  by  a  ref¬ 
erence  to  “all  the  facts  of  record”  when  unsupported  by  a 
statement  of  those  facts  than  it  would  be  if  the  reference 
had  been  entirely  omitted.  In  -sum,  then,  the  conclusion  can¬ 
not  be  avoided  that  the  Commission  did  not  make  findings  of 
basic  facts  supporting  its  ultimate  finding  on  street  railway 
rates  and  that,  accordingly,  its  finding  of  an  increase  of 
$230,000  in  those  rates  on  a  system  basis  must  be  set  aside. 
Atchinson,  T.  &  S.  F.  By  Co.  v.  United  States ,  supra ; 
Florida  v.  United  States,  supra;  Mississippi  River  Fuel  Co. 
v.  Federal  Power  Commission,  supra;  Saginaw  Broadcast¬ 
ing  Co.  v.  Federal  Communications  Commission,  supra. 

If  we  are  right  in  concluding  that  the  Commission’s  ulti¬ 
mate  finding  of  an  increase  of  $230,000  in  street  railway 
rates  must  be  set  aside  for  want  of  basic  findings,  it  would 
serve  no  useful  purpose  to  discuss  at  length  the  reasons 
stated  by  the  Commission  in  support  of  its  ultimate  finding. 
No  matter  how  persuasively  expressed,  reasons  alone  can¬ 
not  save  an  ultimate  finding  of  fact.  The  courts  will  not 
attempt  to  unravel  the  reasons  advanced  by  a  commission 
in  support  of  an  ultimate  finding  of  fact  to  see  if  they 
establish  by  inference  the  existence  of  sufficient,  though  un¬ 
expressed,  basic  facts.  Both  the  facts  and  the  reasons  must 
be  stated.  United  States  v.  Chicago,  M.,  St.  P.  &  P.  Co. 
supra;  Mississippi  River  Fuel  Co.  v.  Federal  Power  Com¬ 
mission,  supra;  Saginaw  Broadcasting  Co.  v.  Federal  Com¬ 
munications  Commission,  supra.  However,  should  we  have 
erred  in  our  conclusion — should  this  Court  find  that  ade- 
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quate  findings  of  basic  fact  were  set  forth,  the  Commission’s 
nltimate  finding  would  still  have  to  be  set  aside.  For  the 
Commission  did  not  set  forth  any  reasons  that  show  how  it 
came  upon  the  figure  of  $230,000  for  street  railway  rates. 

Certainly,  the  Commission’s  statement  that  it  had  weighed 
certain  general  considerations  which  might  be  of  great  in¬ 
fluence  in  establishing  rates  for  particular  types  of  service 
as  well  as  Pepco’s  cost  of  service  study  does  not  support 
its  ultimate  finding  of  a  $230,000  increase  in  street  railway 
rates.  The  first  branch  of  this  statement,  since  it  does  not 
define  the  considerations  that  the  Commission  thought  help¬ 
ful  in  establishing  street  railway  rates,  is  meaningless.  The 
Court  can  no  more  tell  from  this  statement  what  principles 
were  used  by  the  Commission  in  arriving  at  the  figure  of 
$230,000  for  street  railway  rates  than  if  it  had  not  been 
made.  The  second  branch  of  the  statement  can  only  have 
meaning  if  the  Court  infers  from  it  that  Pepco’s  cost  study 
established  basic  facts  supporting  an  ultimate  finding  of  a 
$230,000  increase  in  street  railway  rates.  But  even  if, 
contrary  to  the  cases  cited  in  the  preceding  paragraph, 
such  an  inference  were  permissible,  this  Court  would 
hardly  feel  justified  in  making  it  since  the  Commission  un¬ 
equivocally  found  that  the  cost  study  could  not  be  used 
to  establish  individual  rate  schedules. 

It  is  true  the  Commission  said  that  the  kilowatt-hour  and 
the  revenue  bases  of  allocation  were  useful  in  determining 
the  allocation  of  rate  increases  to  individual  classes  of  cus¬ 
tomers.  However,  the  Commission  nowhere  in  its  opinion 
made  a  finding  of  any  kind  on  kilowatt  hours.  Nor  did  it 
make  any  finding  on  revenues  from  individual  classes  of 
customers.  Therefore,  once  again,  the  reason  stated  can 
support  the  Commission’s  ultimate  finding  only  if  this 
Court  were  to  infer  unexpressed  basic  facts  from  the  rea¬ 
son.  And  this,  we  will  repeat,  the  Court,  consistently  with 
the  cases  cited,  will  not  do.  Clearly  then,  the  Commis¬ 
sion’s  ultimate  finding  of  an  increase  of  $230,000  in  street 
railway  rates  must  be  set  aside  for  the  failure  of  the  Com- 
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mission  to  support  its  finding  with  reasons  as  well  as  for 
its  failure  to  support  it  with  basic  facts. 

The  invalidity  of  the  Commission’s  ultimate  finding  in 
Order  No.  3762  of  a  system  increase  of  $230,000  in  street 
lailway  rates  carries  with  it  the  invalidity  of  the  increase 
of  $209,000  in  District  street  railway  rates  ordered  by  it  in 
Order  No.  3774  (J.  A.  1197-1199 ;  Ex.  95,  p.  36,  J.  A.  1110). 
For  the  increases  in  District  street  railway  rates  directed  in 
Order  No.  3774  were  but  the  part  of  the  system  increase 
established  in  Order  No.  3762  that  the  Commission  deter¬ 
mined  to  be  applicable  to  the  District  of  Columbia  (J.  A. 
1173,  1177,  1197-1198).  In  reaching  this  determination,  the 
Commission  said  nothing  that  would  remedy  the  lack  of 
findings  of  basic  facts  and  of  reasons  in  Order  No.  3762, 
and  it  neither  made  findings  of  fact  nor  stated  reasons 
which  would  independently  establish  the  validity  of  the 
increases  ordered  for  District  street  railway  rates.  Thus, 
the  District  increases,  whether  considered  to  be  established 
derivatively  from  Order  No.  3762  or  independently  by 
Order  No.  3774,  should  have  been  vacated  for  failure  of  the 
Commission  to  support  them  in  either  order  with  sufficient 
findings  of  basic  fact  and  statements  of  reasons.  It  follows 
that  the  District  Court  erred  in  affirming  those  orders. 


CONCLUSION 


The  judgment  of  the  Court  below  should  be  reversed 
with  directions  to  vacate  Orders  Nos.  3762  and  3774  of  the 
Commission. 


Respectfully  submitted, 

Edmund  L.  Jones, 

Colorado  Building, 
Washington,  D.  C. 

F.  G.  Aw  ALT, 

Samuel  0.  Clark,  Jr., 

W.  V.  T.  Justis, 

F.  Keith  Kelly, 

822  Connecticut  Avenue,  N.  W., 
Washington  6,  D.  C., 

Attorneys  for  Capital 
Transit  Company. 


September  10,  1952. 
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APPENDIX. 

L 

Excerpts  From  the  District  of  Columbia  Code,  1951 

Edition. 

The  pertinent  provisions  of  the  District  of  Columbia 
Code,  1951  Edition,  dealing  with  utility  regulation,  are  set 
forth  below : 

§  43-122,  Chapters  1-10  of  this  title  applicable  to  transporta¬ 
tion  of  passengers,  freight,  or  property  within  the 
District  of  Columbia — Construction  in  connection  with 
Constitution  and  interstate  commerce  laws. 

Chapters  1-10  of  this  title  shall  apply  to  the  transporta¬ 
tion  of  passengers,  freight,  or  property  from  one  point  to 
another  within  the  District  of  Columbia,  and  any  common 
carrier  performing  such  service;  and  chapters  1-10  of  this 
title  shall  be  so  applicable  and  be  so  construed  as  to  be  free 
from  conflict  with  those  provisions  of  the  Constitution  of 
the  United  States  and  the  laws  in  pursuance  thereof  relat¬ 
ing  to  interstate  commerce.  (Mar.  4,  1913,  37  Stat.  977,  ch. 
150,  §  8,  par.  1.) 

§  43-301.  Public  utilities — Service  and  facilities — Charges 
to  be  reasonable,  just,  and  nondiscriminatory — To  obey 
orders  of  commission. 

Every  public  utility  doing  business  within  the  District  of 
Columbia  is  required  to  furnish  service  and  facilities  rea¬ 
sonably  safe  and  adequate  and  in  all  respects  just  and  rea¬ 
sonable.  The  charge  made  by  any  such  public  utility  for 
any  facility  or  services  furnished,  or  rendered,  or  to  be 
furnished  or  rendered,  shall  be  reasonable,  just,  and  non¬ 
discriminatory.  Every  unjust  or  unreasonable  or  discrim¬ 
inatory  charge  for  such  facility  or  service  is  prohibited  and 
is  hereby  declared  unlawful.  Every  public  utility  is  hereby 
required  to  obey  the  lawful  orders  of  the  commission  cre¬ 
ated  by  chapters  1-10  of  this  title.  (Mar.  4,  1913,  37  Stat. 
977,  ch.  150,  §  8,  par.  2.) 

§  43-323.  Schedule  of  rates  to  be  filed — Existing  rates  to 
remain  in  force  until  changed. 

Every  public  utility  shall  file  with  the  commission,  within 
a  time  to  be  fixed  by  the  commission,  schedules,  which  shall 
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be  open  to  public  inspection,  showing  all  rates,  tolls,  and 
charges  which  it  has  established  and  which  are  in  force  at 
the  time  for  any  service  performed  by  it  within  the  District 
of  Columbia,  or  for  any  service  in  connection  therewith  or 
performed  by  any  public  utility  controlled  or  operated  by 
it.  The  rates,  tolls,  and  charges  shown  on  such  schedules 
shall  not  exceed  the  rates,  tolls,  and  charges  allowed  by  law 
on  March  4,  1913,  and  shall  be  the  lawful  rates,  tolls,  and 
charges  within  the  District  of  Columbia,  and  shall  remain 
and  be  in  force  until  set  aside  by  the  commission.  (Mar.  4, 
1913,  37  Stat.  981,  ch.  150,  §  8,  par.  24.) 

§  43-401.  Existing  rates  continued — Schedules  to  be  filed — 
Application  to  change  rates  Review  of  ruling  by  Dis¬ 
trict  Court. 

First,  unless  the  commission  shall  otherwise  order,  it 
shall  be  unlawful  for  any  public  utility  within  the  District 
of  Columbia  to  demand,  collect,  or  receive  a  greater  com¬ 
pensation  for  any  service  than  the  charge  fixed  on  the 
lowest  schedule  of  rates  for  the  same  service  under  the  law 
in  force  on  March  4, 1913 ;  second,  every  public  utility  in  the 
District  of  Columbia  shall,  within  thirty  days  after  March 
4,  1913,  file  in  the  office  of  the  commission  copies  of  all 
schedules  of  rates  and  charges,  including  joint  rafes,  in 
force  on  March  4,  1913;  third,  any  public  utility  desiring  to 
advance  or  discontinue  any  such  rate  or  rates  may  make 
application  to  the  commission  in  writing,  stating  the  ad¬ 
vance  in  or  discontinuance  of  the  rate  or  rates  desired,  giv¬ 
ing  the  reasons  for  such  advance  or  discontinuance;  fourth, 
upon  receiving  such  application  the  commission  shall  fix  a 
time  and  place  for  hearing,  and  give  such  notice  to  inter¬ 
ested  parties  as  shall  be  proper  and  reasonable;  if,  after 
•such  hearing  and  investigation,  the  commission  shall  find 
that  the  change  or  discontinuance  applied  for  is  reasonable, 
fair,  and  just,  it  shall  grant  the  application,  either  in  whole 
or  in  part;  fifth,  any  public  utility  being  dissatisfied  with 
any  order  of  the  commission  made  under  the  provisions  of 
this  section  may  commence  a  proceeding  against  it  in  the 
District  Court  of  the  United  States  for  the  Di-strict  of  Co¬ 
lumbia  in  the  manner  as  is  in  chapters  1-10  of  this  title  pro¬ 
vided,  which  action  shall  be  tried  and  determined  in  the 
same  manner  as  is  in  chapters  1-10  of  this  title  provided. 
(Mar.  4, 1913,  37  Stat.  994,  ch.  150,  §  8,  par.  94.) 


§  43-408.  Commission  may  investigate  unjust  discrimina¬ 
tory  rates — No  order  to  be  entered  without  formal 
hearing. 

Upon  its  own  initiative  or  upon  reasonable  complaint 
made  against  any  public  utility  that  any  of  the  rates,  tolls, 
charges,  or  schedules,  or  services,  or  time  and  conditions  of 
payment,  or  any  joint  rate  or  rates,  schedules,  or  services, 
are  in  any  respect  unreasonable  or  unjustly  discriminatory, 
or  that  any  time  schedule,  regulation,  or  act  whatsoever  af¬ 
fecting  or  relating  to  the  conduct  of  any  street  railway  or 
common  carrier,  or  the  production,  transmission,  delivery, 
or  furnishing  of  heat,  light,  water,  or  power,  or  any  service 
in  connection  therewith,  or  the  conveyance  of  any  telegraph 
or  telephone  message,  or  any  service  in  connection  there¬ 
with,  is  in  any  respect  unreasonable,  insufficient,  or  un¬ 
justly  discriminatory,  or  that  any  service  is  inadequate  or 
can  not  be  obtained,  the  commission  may,  in  its  discretion, 
proceed,  with  or  without  notice,  to  make  such  investigation 
as  it  may  deem  necessary  or  convenient.  But  no  order  af¬ 
fecting  said  rates,  tolls,  charges,  schedules,  regulations,  or 
act  complained  of  shall  be  entered  by  the  commission  with¬ 
out  a  formal  hearing.  (Mar.  4,  1913,  37  Stat.  983,  ch.  150, 

§  8,  par.  38.) 

§  43-411.  Reasonable  rates  may  be  ordered — Notice  to  be 
given  utility  affected  thereby. 

If  upon  such  investigation  the  rates,  tolls,  charges, 
schedules,  or  joint  rates  shall  be  found  to  be  unjust,  un¬ 
reasonable,  insufficient,  or  unjustly  discriminatory,  or  to  be 
preferential  or  otherwi-se  in  violation  of  any  of  the  pro¬ 
visions  of  chapters  1-10  of  this  title,  the  commission  shall 
have  power  to  determine  and  by  order  fix  and  order  to  be 
substituted  therefor  such  rate  or  rates,  tolls,  charges,  or 
schedules  as  shall  be  ju-st  and  reasonable.  If  upon  such 
investigation  it  shall  be  found  that  any  regulation,  time 
schedule,  act,  or  service  complained  of  is  unjust,  unreason¬ 
able,  insufficient,  preferential,  unjustly  discriminatory,  or 
otherwise  in  violation  of  any  of  the  provisions  of  thi-s  sec¬ 
tion,  or  if  it  is  to  be  found  that  reasonable  service  is  not 
supplied,  the  commission  shall  have  power  to  determine 
and  substitute  therefor  such  other  regulations,  time  sched- 
ules,  service,  or  acts  and  to  make  such  orders  respecting 
and  such  changes  in  such  regulations,  time  schedules,  serv-  | 


ice,  or  acts  as  shall  be  just  and  reasonable.  And  upon  any 
investigation  for  the  purpose  of  determining  upon  and  re¬ 
quiring  any  reasonable  extension  or  extensions  of  lines  or 
of  service  that  shall  promise  to  be  compensatory  within  a 
reasonable  time,  the  commission  shall  have  power  to  fix,  de¬ 
termine,  and  require  every  such  extension  or  extensions  to 
be  made  and  the  terms  and  conditions  upon  which  the  same 
-shall  be  made:  Provided ,  That  no  hearing  shall  be  had  and 
no  order  shall  be  made  respecting  such  extension  or  ex¬ 
tensions,  without  notice  to  the  public  utility  affected 
thereby,  as  provided  in  section  43-410.  (Mar.  4,  1913,  37 
Stat.  983,  ch.  150,  §  8,  par.  41.) 

§  43-705.  Appeal  to  District  Court  from  certain  orders — 
Precedence  over  other  civil  causes — Proceeding  when 
additional  evidence  proper — Statement  to  accompany 
decision — Subsequent  appeals — Commission  not  liable 
for  costs  or  damages. 

The  District  Court  of  the  United  States  for  the  District 
of  Columbia  shall  have  jurisdiction  to  hear  and  determine 
any  appeal  from  an  order  or  decision  of  the  Commission. 
Any  public  utility  or  any  other  person  or  corporation  af¬ 
fected  by  any  final  order  or  deci-sion  of  the  Commission, 
other  than  an  order  fixing  or  determining  the  value  of  the 
property  of  a  public  utility  in  a  proceeding  solely  for  that 
purpose,  may,  within  sixty  days  after  final  action  by  the 
Commission  upon  the  petition  for  reconsideration,  file  wfith 
the  clerk  of  the  District  Court  of  the  United  States  for  the 
District  of  Columbia  a  petition  of  appeal  setting  forth  the 
reasons  for  such  appeal  and  the  relief  sought ;  at  the  same 
time  such  appellant  shall  file  with  the  Commission  notice  in 
writing  of  the  appeal  together  with  a  copy  of  the  petition. 
Within  twenty  days  of  the  receipt  of  such  notice  of  appeal 
the  Commission  shall  file  with  the  clerk  of  the  said  court 
the  record,  including  a  transcript  of  all  proceedings^  had 
and  testimonv  taken  before  the  Commission,  duly  certified, 
upon  which  the  said  order  or  decision  of  the  Commission 
was  based,  together  with  a  statement  of  its  findings  of  fact 
and  conclusions  upon  the  said  record,  and  a  copy  of  the  ap¬ 
plication  for  reconsideration  and  the  orders  entered 
thereon :  Provided ,  That  the  parties,  with  the  consent  and 
approval  of  the  Commission,  may  stipulate  in  writing  that 
only  certain  portions  of  the  record  be  transcribed  and 
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transmitted.  Within  this  period  the  Commission  or  any 
other  interested  party  shall  answer,  demur,  or  otherwise 
move  or  plead.  Thereupon  the  appeal  shall  be  at  issue  and 
ready  for  hearing.  All  such  proceedings  shall  have  prece¬ 
dence  over  any  civil  cause  of  a  different  nature  pending  in 
said  court,  and  the  District  Court  of  the  United  States  for 
the  District  of  Columbia  shall  always  be  deemed  open  for 
the  hearing  thereof.  Any  such  appeal  shall  be  heard  upon 
the  record  before  the  Commission,  and  no  new  or  additional 
evidence  shall  be  received  by  the  said  court.  The  said  court, 
or  any  justice  or  justices  thereof,  before  whom  any  such 
appeal  shall  be  heard,  may  require  and  direct  the  Commis¬ 
sion  to  receive  additional  evidence  upon  any  subject  re¬ 
lated  to  the  issues  on  said  appeal  concerning  which  evidence 
was  improperly  excluded  in  the  hearing  before  the  Commis¬ 
sion  or  upon  which  the  record  may  contain  no  substantial 
evidence.  Upon  receipt  of  such  requirement  and  direction 
the  Commission  shall  receive  such  evidence  and  without 
unreasonable  delay  shall  transmit  to  the  said  court  the 
findings  of  fact  made  thereon  by  the  Commission  and  the 
conclusions  of  the  Commission  upon  the  said  facts. 

Upon  the  conclusion  of  its  hearing  of  any  such  appeal 
the  court  shall  either  dismiss  the  said  appeal  and  affirm  the 
order  or  decision  of  the  Commission  or  sustain  the  appeal 
and  vacate  the  Commission’s  order  or  decision.  In  either 
event  the  court  shall  accompany  its  order  by  a  statement  of 
its  reasons  for  its  action,  and  in  the  case  of  the  vacation  of 
an  order  or  decision  of  the  Commission  the  statement  shall 
relate  the  particulars  in  and  the  extent  to  which  such  order 
or  decision  was  defective. 

Any  party,  including  said  Commission,  may  appeal  from 
the  order  or  decree  of  said  court  to  the  United  States  Court 
of  Appeals  for  the  District  of  Columbia,  which  shall  there¬ 
upon  have  and  take  jurisdiction  in  every  such  appeal. 
Thereafter  the  Supreme  Court  of  the  United  States  may, 
upon  a  petition  for  certiorari  granted  in  its  discretion,  re¬ 
view  the  said  case. 

Said  Commission  shall  not,  nor  shall  any  of  its  members, 
officers,  agents,  or  employees,  be  taxed  with  any  costs,  nor 
shall  they  or  any  of  them  be  required  to  give  any  super- 
sedeas  bond  or  security  for  costs  or  damages  on  any  appeal 
whatsoever.  Said  Commission,  or  any  of  its  members,  of¬ 
ficers,  agents,  or  employees,  shall  not  be  liable  to  suit  or 
action  or  for  any  judgment  or  decree  for  any  damages,  loss, 
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or  injury  claimed  by  any  public  utility  or  person,  nor  re¬ 
quired  in  any  case  to  make  any  deposit  for  costs  or  pay  for 
any  service  to  the  clerks  of  any  court  or  to  the  marshal  of 
the  United  States.  (Mar.  4,  1913,  37  Stat.  989,  ch.  150,  §  8, 
par.  65 ;  Aug.  27,  1935,  49  Stat.  882,  ch.  742,  §  2.) 

§  43-911.  Commission  may  regulate  unreasonable  and  dis¬ 
criminatory  rates  and  fix  new  rates. 

Whenever,  after  hearing  and  investigation  as  provided 
in  chapters  1-10  of  this  title  the  commission  shall  find 
that  any  rate,  toll,  charge,  regulation,  or  practice  of  any 
public  utility  within  the  District  of  Columbia  is  unreason¬ 
able  or  discriminatory,  it  shall  have  the  power  to  regulate, 
fix,  and  determine  the  same  as  provided  in  chaters  1-10  of 
this  title.  (Mar.  4,  1913,  37  Stat.  992,  ch.  150,  §  8,  par.  88.) 


n. 

Excerpts  From  Opinions  of  the  Public  Utilities  Commission 
of  the  District  of  Columbia. 

The  following  excerpts  (with  explanatory  statements) 
from  opinions  of  the  Public  Utilities  Commission  of  the 
District  of  Columbia  in  rate  and  fare  cases  will  illustrate 
that  the  Commission  has  made  a  segregation  between  Dis¬ 
trict  operations  and  other  operations  over  which  the  Com¬ 
mission  has  no  jurisdiction  in  the  case  of  transit,  gas  and 
telephone  industries. 

In  the  Matter  of  Application  of  the  WASHINGTON, 
MARLBORO  d  ANNAPOLIS  MOTOR  LINES,  INC.,  for 
Authority  to  Increase  Passenger  Fares  on  Its  Lines  Op- 
eratinq  within  the  District  of  Columbia.  Order  No.  3428 
P.U.C.  No.  3186/104,  Formal  Case  No.  374,  October  19, 
1948. 

This  proceeding  arose  from  the  filing  of  an  application 
for  an  increase  in  passenger  fares  on  bus  lines  operating 
i  within  the  District  of  Columbia.  The  Commission  held : 

“The  Company’s  application  necessitates  consid¬ 
eration  of  the  investment  (the  rate  base)  of  the  Com¬ 
pany  devoted  to  the  furnishing  of  transportation  serv¬ 
ice  to  its  District  patrons,  income  from  its  District  op¬ 
erations,  both  past  and  prospective,  rate  of  return  and 
the  fare  structure  necessary  to  provide  the  Company 
with  a  fair  return  on  its  District  operations.  By  rea- 


son  of  the  fact  that  the  Company  renders  interstate 
service  and  service  within  the  State  of  Maryland  as 
well  as  service  within  the  District  of  Columbia,  an  al¬ 
location  of  investment,  revenues  and  expenses  is  nec¬ 
essary  to  the  determination  of  the  issues  in  this  pro¬ 
ceeding.  These  matters  will  be  discussed  hereinafter 
under  appropriate  captions.” 

In  the  Matter  of  Application  of  the  WASHINGTON 
GAS  LIGHT  COMPANY  for  Authority  to  Increase  its 
Rates ,  Tolls,  Charges  and  Schedules,  Findings  and  Opinion 
and  Order  No.  3600,  P.U.C.  No.  3495,  Formal  Case  No. 
389,  November  9, 1949. 

This  proceeding  arose  from  the  filing  of  an  application 
for  authority  to  increase  rates,  tolls,  charges  and  schedules. 
The  Washington  Gas  Light  Company  distributed  natural 
gas  within  the  District  of  Columbia  and  also  sold  natural 
gas  to  its  subsidiaries,  the  Washington  Gas  Light  Com¬ 
pany  of  Maryland,  Inc.,  and  the  Rosslvn  Gas  Company 
which  distributed  and  sold  natural  gas  in  Maryland  and 
Virginia,  respectively.  The  Commission  held: 

“As  the  Company  sells  gas  at  wholesale  to  its  two 
distributing  subsidiaries,  allocations  of  revenues,  ex¬ 
penses  and  investment  are  necessary  to  determine  the 
portion  of  income  and  investment  related  to  the  re¬ 
tail  sale  of  gas  in  the  District  of  Columbia,  and  such 
allocations  are  reflected  in  the  foregoing  statements  of 
income,  investment  and  return.  The  Company’s  wit¬ 
ness  explained  that  the  principle  allocations  involved 
related  to  gas  supplied  in  standby  production  facilities, 
and  that  such  items,  both  expenses  and  investment, 
were  allocated  by  the  use  of  a  factor  developed  by  re¬ 
lating  the  therms  of  gas  sold  to  subsidiary  Companies 
to  the  total  gas  send-out  for  the  system.” 

In  the  Matter  of  Application  of  THE  CHESAPEAKE 
AND  POTOMAC  TELEPHONE  COMPANY  for  Author¬ 
ity  to  Increase  its  Existing  Schedules  of  Tariffs  and  Rates, 
Order  No.  3635,  P.U.C.  No.  1812/42,  Formal  Case  No.  393, 
February  20,  1950. 

This  proceeding  arose  from  the  filing  of  an  application 
by  the  telephone  company  for  an  increase  in  rates  for  its 
intrastate  operations.  After  considering  the  estimates 
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stating  intrastate  operations  and  revenues,  the  Commission 
concluded  : 

“The  Commission  also  finds  that  the  net  operating 
income  of  C.  &  P.  from  its  intrastate  operations  during 
the  six  months’  test  period  ended  September  30,  1949, 
on  an  annual  basis,  after  adjustment  to  reflect  reduced 
depreciation  accruals  and  increased  pension  accruals 
and  social  security  taxes  occurring  subsequent  to  the 
close  of  the  test  period,  and  after  adjustment  to  as¬ 
sign  to  C.  &  P.  the  estimated  tax  benefits  arising  from 
the  assumption  from  its  proportionate  share  of  A.  T. 
&  T.  debt,  amounted  to  $2,895,506.00 ;  and  that  such  net 
operating  income  provided  a  return  of  4.26%  on  the 
weighted  Pate  Base  for  the  same  test  period,  or  $1,- 
885,670.00,  less  than  the  6%  return  heretofore  found  to 
be  fair  and  reasonable. 

The  Commission  further  finds  that  an  increase  in 
gross  revenue  of  $2,118,971.00  is  necessary  to  provide 
C.  &  P.  with  a  6%  return  based  upon  the  test  period  as 
adjusted  but  without  giving  the  effect  to  the  impact  of 
high  level  future  construction  costs  on  the  Pate  Base, 
future  increases  and  operating  costs,  and  other  now 
unknown  factors,  none  of  which  are  susceptible  of  pre¬ 
cise  measurement. 

To  provide  some  margin  for  the  adverse  effect  of  the 
factors  set  forth  above  on  future  return,  the  Commis¬ 
sion  finds  and  concludes  that  an  increase  in  gross  op¬ 
erating  revenue  from  the  intrastate  operations  of 
C.  &  P.  in  the  amount  of  $2,250,000.00  is  necessary  to 
maintain  it  in  a  sound  financial  position  and  to  enable 
it  to  attract  additional  capital,  and  that  such  an  in¬ 
crease,  properly  apportioned  among  subscribers,  is 
just  and  reasonable  to  the  user  of  intrastate  telephone 
service  in  the  District  of  Columbia.” 

In  the  Matter  of  Increase  in  Fares  of  CAPITAL  TRAN¬ 
SIT  COMPANY ,  Order  No.  3688,  P.TJ.C.  No.  3499,  Formal 
Case  No.  396,  June  28,  1950.  Extensive  excerpts  from  this 
case  bearing  on  segregation  between  Capital  Transit  Com¬ 
pany’s  Maryland,  interstate  and  District  operations  will  be 
found  in  the  Joint  Appendix,  pp.  1223-1252. 

In  the  Matter  of  Change  in  Fares  of  CAPITAL  TRAN¬ 
SIT  COMPANY /  Order  No.  3855,  P.U.C.  No.  3499/23, 
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Formal  Case  No.  413,  January  4,  1952.  This  proceeding 
arose  from  an  application  for  increase  in  fares  by  the  Com¬ 
pany. 

“The  record  contains  a  considerable  amount  of  tes¬ 
timony  by  Harvey  with  respect  to  the  allocation  of  a 
portion  of  total  operating  expenses,  taxes  and  depre¬ 
ciation  to  the  District  of  Columbia  operations. 

In  response  to  questioning,  Harvey  testified  that  the 
operating  income  from  all  operations  during  the  12 
months’  period  ended  June  30,  1951,  as  shown  by  his 
exhibit,  or  $1,901,152,  represented  a  return  of  7.01%  on 
the  system  rate  base  for  that  period ;  and  that  the  op¬ 
erating  income  allocated  to  the  operations  within  the 
District  of  Columbia  during  the  same  period,  or  $2,- 
120,502,  represented  a  return  of  8.39%  on  the  rate  base 
developed  by  him  as  being  employed  in  operations 
within  the  District  of  Columbia.  However,  the  witness 
called  attention  to  the  fact  that  these  income  figures  do 
not  reflect  any  of  the  increased  costs  of  union  em¬ 
ployees’  wages  which  become  effective  July  1, 1951,  and 
reflect  only  a  small  part  of  recent  increases  in  operat¬ 
ing  costs,  such  as  electric  power  and  salaries  of  non¬ 
union  employees,  both  of  which  were  increased  in  April 
1951 ;  nor  do  the  income  taxes  reflect  the  then  impend¬ 
ing  increase  to  52  per  cent. 

Falk  also  presented  an  exhibit  (No.  11)  in  which  he 
separated  revenues  from  District  of  Columbia  opera¬ 
tions  from  total  revenues.  The  revenues  of 
$26,683,223  determined  by  Falk  to  have  been  derived  i 
from  District  operations  exceed  the  comparable  reve¬ 
nues  testified  to  by  Harvey  for  the  Company,  by  the 
amount  of  approximately  $73,500.  This  difference  is  j 
due  primarily  to  the  fact  that  Falk  considered  the 
switching  revenues  derived  by  the  Company  for  switch¬ 
ing  coal  cars  from  railroad  sidings  within  the  District 
of  Columbia,  over  tracks  of  the  Company  and  using 
Company  equipment,  to  the  Benning  power  plant  of 
the  Potomac  Electric  Power  Company,  to  be  assign¬ 
able  to  District  of  Columbia  operations ;  whereas 
Harvey  considered  such  switching  revenues  to  be  ex- 
cludible  from  District  operations. 
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In  addition,  Falk  also  presented  an  exhibit  (No.  12) 
which  is  a  detailed  statement  of  the  operating  ex¬ 
penses  of  the  Company  for  the  12  months  ended  June 
30,  1951,  by  primary  accounts,  reflecting  certain  ad¬ 
justments  explained  in  the  record  which  increased 
such  expenses  by  $11,903.  Total  expenses  were  allo¬ 
cated  to  District  of  Columbia  operations  on  bases  ex¬ 
plained  in  detail  by  Falk.  The  expenses  of 
$18,829,628  allocated  by  Falk  to  District  operations 
compare  with  $18,932,5il  allocated  to  such  operations 
by  Harvey  for  the  Company.  Thus  it  can  be  seen  that 
under  the  allocation  methods  followed  by  Falk  ap¬ 
proximately  $103,000  less  was  assigned  to  District  op¬ 
erations  than  under  the  methods  followed  by  Harvey. 
In  explaining  this  difference  in  a  general  way,  Falk 
stated  that  approximately  $100,000  of  the  difference  is 
due  to  the  use  by  Harvey  of  one-half  car-hour  and  one- 
half  bus-hour  factors  in  certain  instances,  whereas  he 
used  the  full  car-hour  and  bus-hour  factors.  An  addi¬ 
tional  decrease  of  approximately  $20,000  in  the  allo¬ 
cated  figure  by  Falk  results  from  adjustments  made  by 
him  to  operating  expenses  which  were  not  made  by 
Harvey.  Against  this  total  of  $120,000,  there  is  an 
offsetting  difference  of  approximately  $30,000  repre¬ 
senting  costs  related  to  switching  operations,  included 
by  Falk  as  applicable  to  District  operations  but  allo¬ 
cated  by  Harvey  to  other  than  District  operations. 
Thus,  about  $90,000  of  the  net  difference  is  accounted 
for.  As  stated  by  Falk,  the  remaining  difference  of 
about  $13,000  is  made  up  of  numerous  small  differences 
in  the  allocation  of  expenses  in  the  various  amounts. 

From  the  foregoing,  it  will  be  noted  that  net  operat¬ 
ing  income  applicable  to  the  District  of  Columbia  op¬ 
erations  as  developed  by  Witness  Falk  of  $2,330,542 
exceeds  the  comparable  amount  of  $2,120,502  devel¬ 
oped  by  Witness  Harvey  by  $210,040.  Since  the  deci¬ 
sion  by  the  Commission  in  this  case  will  be  based  upon 
the  forecast  of  operating  results  for  the  12  months 
ending  June  30,  1952,  which  gives  effect  to  the  sub¬ 
stantial  increase  in  labor  costs  which  become  effective 
July  1,  1951,  as  well  as  to  increases  in  material  costs 
and  other  elements  of  operating  expenses,  together 
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with  the  increase  in  Federal  income  tax  rates,  it  is  not 
necessary  for  the  Commission  to  make  a  finding  with 
respect  to  the  foregoing  difference  based  on  the  12 
months  ended  June  30,  1951.  However,  in  view  of  the 
fact  that  the  substantial  portion  of  this  difference  can 
be  attributed  to  the  treatment  by  the  two  witnesses  of 
a  few  major  items  of  revenues  and  expenses  as  devel¬ 
oped  and  allocated  to  District  of  Columbia  operations, 
it  -seems  appropriate  at  this  point  for  the  Commission 
to  state  its  views  with  respect  thereto,  since  the  effect 
of  these  particular  items  is  likewise  reflected  in  the 
results  for  the  12  months  ending  June  30,  1952,  which 
will  be  set  forth  hereafter. 

The  record  indicates  that  the  only  difference  in  op¬ 
erating  revenues  allocated  to  District  of  Columbia  op¬ 
erations  results  from  differences  of  opinion  between 
the  two  witnesses  as  to  the  proper  treatment  to  be  ac¬ 
corded  an  item  of  $73,578  related  to  the  switching  of 
coal  and  freight  cars  at  the  Benning  Plant  of  the 
Potomac  Electric  Power  Company.  The  Company 
contends  that  the  rate  charged  for  switching  these 
freight  cars  i-s  not  under  the  jurisdiction  of  this  Com¬ 
mission,  and  accordingly,  its  witness  allocated  the  reve¬ 
nues  therefrom  to  other  than  District  operations.  The 
witness  for  the  Commission  took  the  position  that  since 
the  switching  operation  was  confined  wholly  within  the 
District  of  Columbia,  the  revenues  should  properly  be 
allocated  to  District  operations.  The  Commission  con¬ 
sidered  this  matter  in  a  prior  rate  case  and  concluded 
that  these  revenues  were  properly  includible  in  Dis¬ 
trict  operations.  The  testimony  presented  by  the  two 
witnesses  in  this  proceeding  in  support  of  their  re¬ 
spective  contentions  is  much  the  same  as  that  pre¬ 
sented  in  the  prior  case,  and  we  can  see  no  good  rea¬ 
son  for  changing  our  opinion  with  respect  to  this  item. 

A  comparison  of  operating  expenses  allocated  to 
District  of  Columbia  operations,  as  set  forth  on  the 
exhibits  presented  by  the  two  witnesses,  shows  that 
Harvey’s  allocation  of  operating  expenses  exceeds  the 
allocation  by  Falk  by  $102,883.  The  Commission  rec¬ 
ognizes  that  any  allocation  with  the  complexities  of 
that  herein  involved  must  be  based  on  many  assump¬ 
tions,  and  will  of  necessity  result  in  differences  when 
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an  independent  allocation  is  made  by  different  wit¬ 
nesses.  The  record  indicates  that  the  allocation  pro¬ 
cedure  followed  by  both  witnesses  was  based  primarily 
on  car-hour  and  bus-hour  factors,  and  that  while 
numerous  small  differences  are  reflected  in  the  results 
as  set  forth  by  these  witnesses,  the  major  portion  of 
the  difference  can  be  accounted  for  as  follows. 

Falk  made  certain  adjustments  to  the  system  operat¬ 
ing  expenses  resulting  in  a  reduction  of  approximately 
$20,000  in  the  expenses  allocated  to  District  operations, 
which  adjustments  were  not  seriously  questioned  by 
the  Company.  The  Commission  is  of  the  opinion  that 
such  adjustments  wTere  proper. 

The  Company  witness  presented  detailed  schedules 
in  support  of  his  allocation  of  property  to  Maryland 
operations.  He  stated  that  the  amount  of  property 
applicable  to  interstate  express  lines  and  Montgomery 
bus  lines  is  based  upon  the  cast  of  busses  used  in  these 
operations,  plus  the  cost  of  buildings,  shop  equipment 
and  furniture  and  fixtures,  at  the  average  of  the  com¬ 
pany  cost  per  vehicle.  The  amount  of  property  appli¬ 
cable  to  chartered  bus  service  is  based  upon  the  aver¬ 
age  cost  per  mile.  The  amount  applicable  to  freight 
switching  operations  is  based  upon  the  average  cost 
of  track  used  for  freight  switching  plus  the  cost  of 
special  track  work,  cost  of  locomotives,  and  the  loco¬ 
motive  repair  shop  and  land  used  for  this  purpose. 
The  cost  of  the  physical  property  used  for  Pentagon 
operations  has  been  determined  by  the  witness  at  the 
average  of  the  District  of  Columbia  and  Pentagon  cost 
of  property  per  revenue  passengers,  including  weekly 
pass  passengers  in  the  District  of  Columbia  at  the 
regular  fare  equivalent  of  15  rides  per  pass. 

The  Commission  concludes  that,  on  the  basis  of  the 
present  record,  the  earnings  of  the  Company  under  the 
present  fare  structure,  based  upon  the  estimated  re¬ 
sults  of  operations  during  the  12  months  ending  June 
30,  1952,  will  be  insufficient  to  provide  a  fair  return 
upon  the  capital  invested  in  property  devoted  to  the 
rendition  of  transportation  service  to  the  public  within 
the  District  of  Columbia;  and  that  some  revision  in 


the  rates  of  fare  is  necessary,  in  order  to  provide  the 
Company  with  additional  income.” 

In  the  Matter  of  Application  of  WASHINGTON  GAS 

LIGHT  COMPANY  for  Authority  to  Increase  and  Modify 

Its  Existing  Rates ,  Tolls ,  Charges  and  Schedules ,  Order  No. 

3876,  P.U.C.  No.  3517,  Formal  Case  No.  414,  March  27,  1952. 

The  Commission  stated: 

Jurisdictional  Allocation  Problem 

“The  Company  and  its  two  subsidiaries,  Washing¬ 
ton  Gas  Light  Company  of  Maryland,  Inc.,  and  Rosslyn 
Gas  Company,  distribute  natural  gas  in  the  metropoli¬ 
tan  area  of  Washington,  which  includes  areas  in  the 
State  of  Maryland  and  in  the  State  of  Virginia  ad¬ 
jacent  to  the  District  of  Columbia  as  well  as  in  the 
District.  Many  of  the  physical  properties  of  the  Com¬ 
pany,  Prince  George’s  Gas  Corporation,  and  Potomac 
Gas  Company,  are  u-sed  for  the  benefit  of  the  entire 
service  area.  After  a  number  of  years  of  experience 
with  various  methods  of  allocating  investment,  ex¬ 
penses,  and  revenues  between  the  District  and  the  ad¬ 
joining  areas,  the  Commission  in  1949  adopted  the 
method  which  both  the  Company  witness  and  the  Com¬ 
mission  witness  have  followed  in  this  proceeding. 
Where  allocation  is  necessary  because  operations  re¬ 
late  to  both  District  and  out-of-District  business,  as  is 
the  case  with  standby  plant,  for  example,  investment 
and  expenses  generally  are  allocated  on  the  basis  of 
use.  Allocations  to  the  District  of  Columbia  are  made 
in  the  same  proportion  as  total  District  of  Columbia 
sales  for  the  period  are  to  total  sales  of  the  system. 
For  the  12  months  ended  August  31,  1951,  41.35%  of 
total,  allocable  property,  was  allocated  to  operations 
outside  of  the  District  of  Columbia ;  for  the  year  1952, 
the  figure  used  is  46.77% — showing  the  continued  more 
rapid  growth  of  the  business  outside  the  District  of 
Columbia.  An  exception  to  this  general  rule  was  made 
in  allocating  the  demand  portion  of  the  cost  of  natural 
gas  and  the  estimated  cost  of  peak  shaving  for  1952. 
These  two  items  of  cost  were  allocated  between  District 
of  Columbia  and  outside  of  District  of  Columbia  op¬ 
erations  on  the  basis  of  estimated  peak  day  require¬ 
ments  of  the  respective  areas,  or  47.63%  to  outside 
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of  District  of  Columbia  operations.  As  to  distribu¬ 
tion  property,  since  such  property  is  entered  on  the 
books  of  the  Company  and  its  distributing  subsidiaries 
in  accordance  with  its  geographical  location,  no  fur¬ 
ther  allocation  is  necessary. 

Testimony  of  record  convinces  this  Commission  that 
these  methods  are  basically  sound  and  result  in  an 
equitable  allocation  of  investment,  revenues  and  oper¬ 
ating  revenue  deductions  for  this  proceeding.  The 
Commission  so  finds.  Detailed  discussion  of  the  ap¬ 
plication  of  these  allocation  methods  is  contained  in 
succeeding  sections  of  this  opinion.” 

In  the  Matter  of  Chanqe  in  Fares  of  CAPITAL  TRANS¬ 
IT  COMPANY ,  Order  No.  3913,  P.U.C.  No.  3522,  Formal 
Case  No.  417,  Augu-st  21, 1952.  This  proceeding  arose  from 
an  application  for  increase  in  fares.  The  Commission  held : 

“With  respect  to  the  important  problem  of  allocat¬ 
ing  operating  expenses  between  District  of  Columbia 
operations  and  other  operations,  the  witness  expressed 
the  view  that  the  most  accurate  method  of  allocating 
expenses  for  the  District  of  Columbia  regular  route 
operations  is  to  deduct  from  the  total  operating  ex¬ 
penses  of  the  Company  those  expenses  applicable  to 
the  other  relatively  insignificant  operations,  by  spe¬ 
cific  methods  of  allocation,  the  remainder  of  operating 
expenses  being  applicable  to  the  District  of  Columbia. 
The  principal  bases  of  allocation  were  explained  by 
the  witness  generally  a-s  follows. 

For  the  Maryland  and  for  the  interstate  express  op¬ 
erations,  the  car-hour  basis  or  bus-hour  basis  has  gen¬ 
erally  been  used  because  of  the  difference  in  charac¬ 
teristics  between  the  Maryland  and  interstate  opera¬ 
tions  on  one  hand,  and  those  operations  applicable  to 
the  District  of  Columbia  and  Trans-Potomac  on  the 
other.  The  differences  in  characteristics  refer  to  the 
higher  average  speed  in  Maryland  and  interstate  ex¬ 
press  operations,  as  compared  to  the  District  of  Co¬ 
lumbia  and  Trans-Potomac  operations. 

After  explaining  the  bases  for  the  allocation  of  op¬ 
erating  expenses,  which  ba-ses  have  also  been  employed 


by  him  in  other  exhibits  covering  the  results  of  opera¬ 
tions  which  will  be  discussed  hereinafter,  the  Com¬ 
pany  witness  presented  an  exhibit  (No.  8)  purporting 
to  show  the  current  annual  rate  of  earnings  of  the 
Company  for  all  operations  and  for  the  District  of 
Columbia  alone  at  the  present  District  of  Columbia 
fares. 

The  Commission  witness  then  presented  an  exhibit, 
No.  23,  showing  the  allocation  of  adjusted  net  operat¬ 
ing  income  to  District  of  Columbia  operations.  He 
testified  that  in  making  his  allocation  he  had  directed 
his  efforts  toward  finding  a  proper  factor  to  apply  to 
total  operating  expenses  in  order  to  determine  the 
portion  thereof  properly  allocable  to  District  opera¬ 
tions.  He  made  predominant  use  of  factors  based  on 
car  hours  and  bus  hours  operated  within  the  District 
of  Columbia  related  to  total  car  hours  and  bus  hours. 
This  is  generally  the  procedure  followed  by  the  staff  in 
prior  rate  cases,  with  one  major  change  to  which  he 
directed  particular  attention.  In  the  allocation  of 
certain  transportation  expense  accounts  to  Maryland 
operations,  which  the  Company  allocated  on  the  basis 
of  one-half  car-hour  and  bus-hour  factors,  the  Commis¬ 
sion  witness  in  effect  applied  a  %  car-hour  and  bus- 
hour  factor  to  give  consideration  .to  the  fact  that  these 
particular  expenses  are  more  directly  related  to  Dis¬ 
trict  operations  than  to  Maryland  operations,  and  to 
reflect  the  Commission’s  ruling  on  this  matter  in  the 
prior  rate  case. 

After  making  his  allocation  of  expenses  to  District 
of  Columbia  operations,  the  witness  presented  a  sched¬ 
ule  to  show  the  results  of  his  allocation  procedure  as 
compared  with  the  Company  allocation.  After  giving 
effect  to  the  adjustments  to  recorded  expenses  made 
by  him  and  not  by  the  Company,  this  schedule  devel¬ 
oped  the  fact  that  his  determination  of  the  amount  of 
operating  expenses  applicable  to  District  operations 
differed  from  the  results  presented  by  the  Company 
witness  by  less  than  1/1  Oth  of  1%.  In  view  of  this  I 
minor  difference,  he  stated  that  for  purposes  of  subse¬ 
quent  exhibits  which  he  would  present,  he  would  accept 
as  a  starting  point  the  allocated  expenses  as  developed 
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by  the  Company,  making  such  adjustments  thereto  as 
he  considered  appropriate  to  arrive  at  expenses  re¬ 
lated  to  District  of  Columbia  operations. 

Exhibit  No.  23  likewise  set  forth  his  allocation  of 
general  taxes  and  depreciation  expense  related  to  Dis¬ 
trict  of  Columbia  operations.  Here  again  the  differ¬ 
ences  resulting  from  variations  in  the  allocation  pro¬ 
cedure  wTere  of  minor  importance,  and  the  Company 
allocation,  subject  to  necessary  adjustments,  wras  used 
by  the  Commission  witness  for  purposes  of  future  ex¬ 
hibits.  Income  taxes  were  independently  computed 
after  giving  effect  in  net  taxable  income  to  the  ad¬ 
justments  previously  referred  to.  The  allocation  of 
District  of  Columbia  and  Federal  income  taxes  by  the 
Commission  witness,  exceeded  that  made  by  the  Com¬ 
pany  witness  by  the  amount  of  $S2,592.  This  substan¬ 
tial  difference  was  explained  by  the  witness  as  due 
principally  to  the  fact  that  the  adjustments  to  operat¬ 
ing  expenses  made  by  him,  and  not  by  the  Company, 
result  in  an  increase  in  taxable  income;  the  inclusion 
of  net  income  from  freight  switching  increased  taxable 
income ;  and  the  further  fact  that  income  taxes  as  com¬ 
puted  by  the  Company  were  understated  by  approxi¬ 
mately  $40,000. 

•  ••*•** 

The  Company  witness  presented  an  exhibit  (No.  12) 
showing  the  rate  base  of  the  Company  as  at  May  31, 
1952,  as  developed  by  him.  This  exhibit  reflects  a 
rate  base  for  the  District  of  Columbia  only  of 
$22,580,779,  unweighted,  and  of  $23,616,940,  weighted. 
The  witness  stated  that  the  rate  base  includes  the  his¬ 
torical  cost  of  property  used  and  useful  for  operations, 
stated  at  cost  to  the  owmer  first  devoting  the  proper¬ 
ties  to  public  use,  less  accumulated  depreciation  per 
books,  and  plus  the  cost  of  materials  and  supplies, 
which  is  the  only  allowance  made  by  this  Commission 
for  working  capital. 

#•••••• 

According  to  the  record,  the  general  approach  taken 
by  the  witness  in  allocating  the  cost  of  road  and  equip¬ 
ment  is  as  follows.  Due  to  the  fact  that  the  predomi¬ 
nant  operation  of  the  Company  is  in  connection  with 
District  of  Columbia  service,  specific  methods  of  alio- 
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cation  have  been  used  for  each  of  the  other  relatively 
insignificant  operations,  which  result  in  a  more  ac¬ 
curate  determination  of  the  historical  cost  of  road  and 
equipment  applicable  to  the  District  of  Columbia  as 
well  as  to  these  other  operations. 

As  supporting  data,  the  Company  witness  intro¬ 
duced  into  the  record  schedules  showing  in  detail  the 
property  employed  in  the  rate  base  and  the  methods 
of  allocation  used  for  Maryland  operations,  interstate 
express,  Montgomery  Bus  Lines,  Inc.,  chartered  bus, 
freight  switching,  and  for  Trans-Potomac  operations. 
•  ••*••# 

The  Commission  witness  developed  a  weighted  rate 
base  for  the  District  of  Columbia  for  the  12  months 
ended  May  31,  1952,  and  also  checked  in  substantial 
detail  the  rate  base  testified  to  by  the  Company  wit¬ 
ness.  As  the  difference  between  the  two  figures  was 
only  $13,990,  the  Commission  witness  decided  to  ac¬ 
cept  the  rate  base  developed  by  the  Company  witness 
as  applicable  to  this  period,  after  adjustment  to  in¬ 
clude  property  related  to  freight  switching.  For  the 
future  period,  the  Commission  witness  likewise  adopted 
the  rate  base  developed  by  the  Company  witness,  after 
adjusting  for  freight  switching  property  and  for  the 
purchase  of  the  5  additional  busses. 

•  ••*••• 

The  allocation  of  operating  expenses  between  Dis¬ 
trict  of  Columbia  and  other  operations,  according  to 
the  witness,  has  been  made  in  a  manner  identical  to 
that  explained  in  connection  with  previous  exhibits 
hereinbefore  discussed.  The  net  result  is  that,  while 
total  operating  revenue  attributed  to  District  of  Co¬ 
lumbia  operations  during  the  future  annual  period  is 
stated  at  the  same  amount  as  that  for  the  current  pe¬ 
riod,  operating  expenses  allocated  by  the  witness  to 
District  of  Columbia  operations  for  the  future  annual 
period  are  $1,057,227  greater  than  similar  expenses  for 
the  current  period. 

•  *•*••* 

The  witness  estimated  that  for  the  future  annual 
period,  with  the  present  District  of  Columbia  fares  in 
effect,  the  operating  income  of  the  Company  from  all 
operations  will  be  $542,628,  or  a  return  of  2.15%  on 
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the  estimated  weighted  rate  base  of  $25,212,542  for 
the  period.  He  also  estimated  that  the  operating  in¬ 
come  from  District  of  Columbia  operations  will  be 
$682,791,  or  a  return  of  2.90%  on  the  estimated 
weighted  rate  base  of  $23,520,145. 

•  •••••* 

The  net  operating  income  from  District  of  Columbia 
operations  shown  on  Commission  witness  exhibit  No. 
26,  as  an  estimate  of  the  future  annual  income  at 
present  rates  of  fare,  is  $743,971.  Related  to  an  esti¬ 
mated  weighted  rate  base  of  $23,660,472  for  the  same 
period,  this  would  result  in  a  rate  of  return  of  3.14%. 
•  •••••* 

The  present  proceeding  has  been  necessitated  by  just 
one  underlying  cause,  over  which  this  Commission  has 
very  little  control.  That  cause  is  the  substantial  in¬ 
crease  in  the  expenses  of  operating  the  transit  system 
within  the  District  of  Columbia.  •  *  *” 

•  *•#•*# 

The  Commission  concludes  that,  on  the  basis  of  the 
present  record,  the  earnings  of  the  Company  under 
the  present  fare  structure,  based  upon  the  estimated 
results  of  operations  for  the  future  annual  period,  will 
be  insufficient  to  provide  a  fair  return  upon  the  capital 
invested  in  property  devoted  to  the  rendition  of  trans¬ 
portation  service  to  the  public  within  the  District  of 
Columbia;  and  that  a  revision  in  the  rates  of  fare  is 
necessary.” 
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